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Spanish Foreign Minister on EC Concerns Over 
Russia 


LD2503225893 Madrid RNE-1 Radio Network 
in Spanish 2200 GMT 25 Mar 93 


[Text] Western countries still have their eyes on the 
Russian capital, above all on that meeting of the congress 
to be held tomorrow. The EC is concerned about the 
serious political crisis they are going through, as Spanish 
Foreign Minister Javier Solana indicates and recalls: 


[Begin Solana recording] We are all very concerned with 
the developments in Russia. We are following them with 
the maximum attention. We EC ministers are in contact. 
Perhaps you know that over the weekend the Commu- 
nity troika—that is to say, the president of the Commu- 
nity, the British foreign minister, and the Belgian min- 
ister—will be going to Moscow to study the situation on 
the spot and convey the wish of everyone: that the 
reforms, both political and economic, should carry on 
via the unblocking of the present politica! situation in 
Russia. [end recording] 


IAEA To Verify Destruction of Pretoria’s Nuclear 
Bombs 


LD2503163293 Berlin ADN in German 1359 GMT 
25 Mar 93 


[Excerpt] Leipzig (ADN)}—South Africa has invited the 
International Atomic Energy Agency [IAEA] to verify the 
destruction of six nuclear bombs. [AEA spokesman Hans- 
Friedrich Meyer revealed this to Central German Radio 
today. A group of experts will go to South Africa “to get a 
clear picture” and “to trace the history of destruction.” 
Meyer said that his organization had known that there was 
“a great deal of highly enriched uranium, thus bomb mate- 
rial” there, “but we were surprised that the bombs were 
complete.” [passage omitted] 


NATO Official Reportedly Terms Vance-Owen 
Plan ‘Infeasible’ 


LD2503091993 Belgrade TANJUG in English 
0829 GMT 25 Mar 93 


[Text] Brussels, March 25 (TANJUG)}—A peace plan by 
Co-Chairmen of the Conference on the Former Yugo- 
slavia Cyrus Vance and Lord Owen for Bosnia- 
Herzegovina is infeasible in terms of the military, 
according to an unofficial statement by the head of 
NATO’s Military Committee Field Marshal Richard 
Vincent of Britain. 


TANJUG's correspondent in Brussels was told that Field 
Marshal Vincent made the statement on Wednesday [24 
March] at a closed-door session between NATO ambas- 
sadors, devoted to the Bosnia crisis. However, he 
declined to make any comments because the issue 
involved confidential information and his office also 
remained silent. 
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According to some reports, Vincent told the NATO 
council the situation in Bosnia was very bad and the 
Vance-Owen plan in its current version was infeasible 
from the military standpoint. 


He said he came to this conclusion after examining 
reports by NATO representatives who visited Bosnia 
and some other former Yugoslav republics last week, 
especially those made after their meetings with U.N. 
Protection Force (UNPROFOR) officers. 


NATO has on several occasions expressed readiness to 
contribute to the implementation of the U.N. peace plan for 
Bosnia, the republic which has for nearly a year been 
ravaged by fighting between local Serbs, Croats and Mos- 
lems. 


The alliance’s military and political structures have 
already begun preparations to engage, according to unof- 
ficial reports, between 40,000-60,000 troops in the oper- 
ation. The number of troops would depend primarily 
[words indistinct] the mandate which the U.N. Security 
Council would give to NATO. 


France To Place Eurocorps Units Under NATO in 
‘Crisis’ 


93ES0486A Paris LE MONDE in French 12 Mar 93 
pp 1, 6 


[Article by Daniel Vernet: “Paris Takes Another Step 
Toward NATO”} 


[Text] France has agreed to place its Eurocorps units 
under Atlantic alliance command. 


The rapprochement between France and NATO con- 
tinues to limp along in response to the political shakeups 
that have occured in Europe since 1989. A new quiet but 
substantial advance was made on 21 January in Brussels 
when Admiral Lanxade, chief of staff of the French 
Armed Forces, and General Klaus Naumann, inspector 
general of the Bundeswehr, signed an agreement with 
U.S. General John Shalikashvili, who is the supreme 
commander of allied forces in Europe. The confidential 
defense accord aims to spell out the relationship between 
Eurocorps and NATO and, given the disparity between 
France’s and Germany's situations in the Atlantic alli- 
ance, it was vitally needed. The French side is attempting 
to downplay the significance of the text. The agreement, 
say officials, involves a change in “modalities” rather 
than in the “nature” of the units’ relation to NATO. 


Nonetheless—and this is probably the crux of the mat- 
ter—should a crisis arise, French units will be placed 
under NATO “operational command” for the first time 
since De Gaulle decided to withdraw France from the 
Atlantic alliance’s military organization in 1966. 


The agreement does contain conditions that give French 
units a different status from that of other countries’ 
NATO forces. But the 2! January text has two major 
consequences. First, it marks a turning point in relation 
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to the 1966-67 Ailleret-Lemnitzer and Valentin-Ferber 
accords, which governed the use of French units within 
or outside of allied forces. Second, its underlying logic 
will sooner or later lead France to take new steps in the 
direction of the integrated organization’s institutions. 
This policy, which tallies with the increasingly explicit 
statements of former Defense Minister Pierre Joxe, aims 
to heed the new political realities in Europe without 
openly breaking a taboo. 


Different Lessons 


To understand the nature and import of the change, it is 
helpful to look back to the missions of Eurocorps and the 
context in which it was created. Eurocorps was officially 
born 22 May, 1992 at the La Rochelle Franco-German 
summit out of three dovetailing considerations. The first 
was the need to confer a new, postunification status on 
the French troops stationed in Germany, whose with- 
drawal by 1990 was announced prematurely by Francois 
Mitterrand to the surprise and consternation of Bonn. 
The second was the desire to give Europe a common 
defense policy over the long term, which would ulti- 
mately produce a joint defense system in accordance 
with the terms of the Maastricht treaty. Finally, there 
were the lessons—both positive and negative—({to be] 
learned from the Franco-German brigade experiment. 


The brigade, moreover, is open to other European countries. 
It will be operationa! in 1995 and will boast from 35,000 to 
40,000 men. Belgian and Spanish officers are already in 
contact with the general staff of the corps being formed in 
Strasbourg. In this way, Eurocorps could become the 
“armed branch” of the WEU [Western European Union] 
and an element in the “European defense identity” whose 
value was recognized by the Atlantic alliance summit that 
met in Rome in November 1991. 


From the moment it was created, however, Eurocorps was 
the target of more or less veiled criticism from the British 
and Americans, who thought that the withdrawal of certain 
Bundeswehr units and divergent interpretations by German 
and Frer-h commentators might weaken the alliance. The 
Germans saw the multinational unit as a way of bringing 
France back into the NATO fold and sparing Germany the 
need to choose between Paris and Washington, a scenario 
that has haunted it for decades. To the contrary, French 
commentators felt that Eurocorps would draw the Germans 
into participating in a European defense organization that 
was independent of NATO. 


The Lanxade-Naumann-Shalikashvili agreement does 
not really settle the difference. The French and the 
Germans are drawing substantially divergent conclu- 
sions from it. The former maintain that the accord is an 
evolution in military collaboration that has no effect on 
political choices. The Germans, by contrast, see it as a 
“breakthrough” and a starting point for tightening the 
bonds between France and NATO. In that respect, the 
implications of the text go far beyond its technical 
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provisions. It is a victory, say the Germans, for those in 
both Bonn and Paris who argue for a European defense 
tied to the Atlantic alliance and for pragmatic solutions 
instead of the usual sectarian squabbles. 


Moreover, the Americans were said to be pleasantly 
surprised at France’s agreement to place its Eurocorps 
units under the “operational command of NATO.” Suill, 
according to sources in Bonn, Paris originally would 
have liked to see the German units in Eurocorps 
removed from the integrated alliance instead. 


An Integrated But Conditional Command 


Just what is the real story? Preparation for the 21 
January agreement consisted of sending a political mem- 
orandum on the nature of Eurocorps, its missions, and 
the conditions under which it could intervene under 
NATO to Atlantic alliance partners. Although the text of 
the agreement remains confidential—at the request of 
the French side—its substance is less mysterious. The 
novel element involves the rather subtle distinction 
between “operational command” and “operational con- 
trol.” The latter is what French NATO-assigned units 
might have found themselves under during a crisis in 
Europe before the new agreement. “Operational control” 
means that, after the consent of the French Government 
is Obtained, units are assigned a well-defined mission 
that is limited in time and space. 


“Operational command” gives greater latitude in the use 
of forces not only to the chief allied commander—until 
further notice, an American—but to the intermediate 
levels of the integrated hierarchy. Missions are de‘“ined 
more broadly, and the types and lengths of engagements 
are less specifically predefined. Eurocorps has thus been 
placed under the operational command of SACEUR 
(Supreme Allied Command in Europe). But three condi- 
tions must first be met: France and Germany must agree; 
the corps must be deployed for a mission that is defined 
in advance by a plan approved by French authorities; 
and the corps must be deployed as such. (Interpretations 
of this last point vary: Must the entire corps be used? Or 
can a part of the corps be deployed separately, provided 
that the composition of the units remains Franco- 
German?). Consequently, “operational command,” say 
officials in Paris, bears a strong resemblence to the 
previous “operational control.” France’s honor has been 
saved, and its taboos respected. 


Nonetheless, several questions arise. If Article 5 of the 
Washington Treaty! is invoked, Eurocorps can be placed 
“under allied command” following a threat to the 
Atlantic alliance or one of its members. Will the same 
procedure apply to other French units that may be made 
available to NATO? 


And what about the second type of mission assigned to 
the Franco-German corps, that of keeping and restoring 
peace2? If NATO is not involved, there is no problem. 
But the alliance’s 16 members agreed to broaden the 
responsibilities of NATO, on whom the CSCE can call to 
keep peace outside of its traditional realm, at the Oslo 
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meeting in June of 1992. In such a situation, will 
Eurocorps also be placed under NATO “operational 
command?” The answer is not yet clear, because the 
decisionmaking procedures of the alliance in such cases 
have not yet been worked out. But a new modification in 
the ties between France and NATO is nascent. 


An Irreversible Dynamic 


Likewise, the Lanxade-Naumann-Shalikashvili agreement 
cites the “improved interoperability” of allie2 forces as a 
goal. Although theoretically decided upon in an ad hoc 
committee, the logical long-term implication of such 
interoperability is more active participation by France in 
NATO’s integrated organizations, which it left in 1966. 
Notable examples are the military committee, which com- 
bines the chiefs of staff, and the defensc plans committee, 
which brings together the defense ministers. The Elysee 
[French presidential office] is reticent, and the matter is not 
discussed in the agreement; but it is unlikely that France can 
long continue to have an observer in the first and no 
representative at all in the second. 


In fact, the creation of Eurocorps and its consequences 
have underscored the pragmatism of France's policy 
toward NATO. The French Government wants to inch 
ahead slowly, taking into account ihe changes that have 
occured in Europe over the last few years. ‘The chief 
danger now is not a massive threat from the Soviet 
Union, but the proliferation of crisis centers for which 
the West is ill-prepared. France thus desires to link 
changes in its military partnerships to a reform of the 
Atlantic alliance itself. As Pierre Joxe said last Sep- 
tember, “The ease with which relations between France 
and NATO evolve will depend on whether the Atlantic 
organization undertakes real interna! change.” 


Those who favor a clearer rapprochement are quietly 
trying to create an irreversible dynamic, while styling 
themselves as keepers of the Gaullist flame to avoid 
shattering a taboo that goes back nearly 30 years. This 1s 
all the more paradoxical as—apart from a few fringe 
elements in the Socialist Party and a few ancient 
Gaullists—a broad, implicit consensus has grown up 
over the last few years on the inevitability of revising 
France's position. 


Several RPR (Rally for the Republic) spokespersons 
have just reaffirmed as much (see the interview in the 6 
March LE MONDE with Alain Juppe, who takes up an 
old argument of Francois Fillon, the RPR's general 
defense delegate). Yet Francois Mitterrand remains 
attached to France's show of independence and wants to 
keep France-NATO collaboration within strict bounds. 
The upcoming period of cohabitation government, with 
its predictable escalations, does not seem likely to be 
especially favorable to a fresh start that has already been 
pui off too long. 
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Footnotes 


1. Lhis article states that any attack against an ally 
constitutes agression against all members of the Atlantic 
alliance. 


2. For the Bundeswehr, participaticn in such missions 
depends on the completion of the constitutional debate 
now under way in Bonn. 


Article Details New NATO Missions, Structures 


93EN0245A Bonn RHEINISCHER MERKUR 
in German No 10, 5 Mar 93 p 6 


[Article by General Henning von Ondarza, commander 
Allied Forces Central Europe: “From Deterrence to 
More Cooperation; The Alliance Is Preparing for New 
Missions With Multinational Formations—Such as the 
Planned German-Dutch Corps; But Political Directives 
Are Lacking”] 


[Text] We are in a phase in which security policies are being 
reoriented woridwide. The global force relationships are 
being newly organized. Opportunities are offered here for 
political creativity, but what is missing so far is a common 
Strategy that has been coordinated within Europe and in a 
transatlantic dialogue. The security situation reveals a broad 
spectrum of potential uncertainties and regional conflicts. 
NATO speaks of risks that are “unpredictable, multifaceted, 
and also multidirectional.’ We know from actual and also 
historical experience that what matters most is that the 
development of a crisis be quickly discerned and that it be 
countered by resolute collective action. Crisis management 
includes, among other things, political, economic, eco!og- 
ical, social, humanitarian, but also military, means. 


All international organizations, to be sure, are in the 
process of adapting themselves to the new situation. 
However, they have not yet progressed far enough. The 
European states likewise do not yet have a conclusive 
common plan; and the United States is in the process of 
redefining its role as the world’s only superpower. NATO 
is undergoing a forward development. It has the capa- 
bility to form the framework for flexible crisis manage- 
ment on the levels of political consultation and the use of 
military means. In addition, it has done well as a 
trailblazer during the transition from the deterrence role 
to aid through cooperation. The alliance has at its 
disposal a strategy with the new elements of “crisis 
management,” “peacekeeping measures,” as well as 
“cooperation with Eastern European states.” 


At the same time, however, the recently held “conference 
for security policies” in Munich demonstrated anew that 
politics must answer further, future-oriented questions, 
such as: 


—What missions will NATO actually be assigned under 
the expanded security concept? The current defense 
mission alone is not sufficient. 
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—What role will the alliance assume in a Europe in 
which the European Community develops its own 
foreign, security, and defense policy? 


With respect to the available forces of the alliance, two 
things must be kept in mind: 


First, there is an urgent need to define how many forces 
will be needed for what purpose in the future. In prin- 
ciple, the changed political situation speaks for armed 
forces reductions. However, the latter should not be 
oriented solely to the available br-dgetary resources. The 
measuring pole goes higher. The answer must be derived 
primarily from the new NATO strategy and the missions. 
The alliance was always very precise here in the past! 
Today some of the alliance partners have already 
reached the limit of their performance capability in 
“Blue Helmet” operations—and this is cnly one mission 
element—and are augmenting their manning. 


Secondly, we must keep in mind that we are always 
dealing with the same formations, regardless of whether 
they see action on a national level or within the frame- 
work of NATO or the WEU (Western European Union). 
Additional forces will not be activated. The units are 
programmed for various options. Their combat effec- 
tiveness will not least be determined by mission- 
supporting equipment and modern armament. Human- 
itarian aid as well as sea blockade operations likewise 
exact their price! What is also needed is the preservation 
of a balance between light and armored formatiors. No 
one can predict today the force commitment that any 
given situation may demand. Also “Blue Helmet” oper- 
ations can quickly turn into combat missions. The bor- 
derlines are fluid. To depend exclusively on light 
infantry units is wrong. 


The situation in the “Central Europe” sector has 
changed drastically. The central region of NATO has 
moved from its former forward posture to the center of 
Europe. In addition, AFCENT (Allied Forces Central 
Europe) is preparing to become also a strategic transit 
point for the employment of military formations and for 
logistics outside its sector. Plans are being worked on for 
this purpose and tested during training exercises. By 
1995, active-duty combat troops will be reduced by 
approximately 40 percent and weapons systems by circa 
50 percent, compared to 1990. Parallel thereto, new 
command structures will be created to train, command, 
and employ the modified armed forces categories (crisis 
reaction and main defense forces). The number of staffs 
will be cut in half. From July 1993 on, the headquarters 
of AFCENT (Brunssum), AIRCENT (Ramstein), and 
LANDCENT (Heidelberg), following the deactivation of 
the former Army group and Air Force staffs, will be 
operational. BALTAP (Karup) in the Denmark- 
Germany area will be incorporated into the central 
region. 


Also after the reorganization, the integrated NATO 
command structure will remain the heart of the alliance. 
Here, European integration, with the inclusion of the 
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United States and Canada, was and is not just being 
taiked about but is actually being put into practice. In it, 
generations of soldiers have learned to look beyond the 
borders of the classical national state. The integration 
process 1s now being continued apace in multinational 
major formations. In so doing, the alliance is offering the 
political arena an operational instrument for collective 
crisis control. 


In the central region, the activation of two German-U.S. 
corps will begin this spring. The United States presence 
at corps level in Europe has political significance. This 
organizational level befits a world pow:r—also in its 
own interest, it should be noted. The activation of the 
Eurocorps as well as the “ACE Rapid Reaction Corps” is 
proceeding on plan. Because of its many years of expe- 
rience, the Landjut corps with Danish and German 
formations serves as a model for multinational organi- 
zations. Being planned, finally, is the activation of a 
German-Dutch corps. The task now will be to shape 
these multinational major formations into corps capable 
of strategic operations. Failing this, they are not worth 
their salt! 


Joint training and operational regulations, improvement 
of interoperability with the—long-term—goal of stan- 
dardization of command and control systems and major 
equipment items: these are the catchwords. A multina- 
tional approach also leads to a reduction in operating 
costs. One must of course actually go through with this 
and in the process overcome “national ancestral lega- 
cies.’ The first step could be the merger of schools and 
training facilities of a number of nations. Here the 
reciprocal stationing of soldiers (reciprocity) will again 
have political significance. The integration process will 
[in this way] be intensified. 


Operating costs will also be reduced if the multinational 
formation—whenever possible—relies on common 
logistics and on being largely supplied by the armament 
industry directly. This will generate savings in stock 
levels and in military supply personnel. Several alliance 
partners have made great progress here. and particularly 
during operations far from national supply bases have 
achieved very good results. 


Aside from the adoption of new structures and orienta- 
tion to new mussions, the framework of the “NATO 
Military Cooperation Program” includes the growing 
cooperation with the former member states of the 
Warsaw Pact. Attention in 1992 was focused on Poland. 
Hungary, and the former Czechoslovakia. This program 
will continue in 1993 and will be extended to include the 
states of Belarus. Ukraine, and Russia. What 1s impor- 
tant here is that, following the phase of visits and 
technical discussions, the emphasis now be placed on 
practical steps of cooperation. Possible examples are as 
follows: joint exercises, Competitions. an increased 
exchange of course participants as well as units of all 
military services. The jomnt preparation for United 
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Nations missions would be a g00d beginning here. The 
overall concept is currently being worked on by our 
staffs. 


The new NATO strategy, the expansion of the mission 
spectrum, the new structure of the armed forces, and the 
extended hand to the east: all these things show thai the 
alliance is involved in a dynamic forward-moving process. 


Independently of the command level, it is now up to us 
soldiers to implement the political decisions. Thanks 
and recognition should be given above all, however, to 
those who are standing firmly in the front line and who, 
through command, education, and training, are restruc- 
turing the troop units and orienting them to new mis- 
sions. This can only be accomplished by someone who in 
our time believes firmly in his or her career as a soldier. 


Hungarian Military To Be Represented at NATO 


LD1903140893 Budapest MTI in English 1320 GMT 
19 Mar 93 


[Text] Brussels, March 19 (MTI)}—Expanding official 
ties between Hungary and NATO mean Hungary's 
Defence Ministry and Army will have a permanent 
representative at the Hungarian mission within the Brus- 
sels NATO Headquarters. 


Under a founding resolution issued by the Hungarian 
defence minister, the ministry and the Army will be 
reresented at the mission by Ambassador Extraordi- 
nary Col. Laszlo Botz, minister plenipotentiary. 


The representative will coordinate cooperation with 
NATO military organisations and represent Hungary's 
interests concerning military issues at NATO forums. 


Reportage on Turkic Cooperation Congress in 
Antalya 


Ozal Gives Opening Speech 


742103112893 TRT Television Network in Turkish 
0808 GMT 21 Mar 93 


[Opening speech by Turkish President Turgut Ozal at the 
Turkic States and Communities Friendship. Brother- 
hood, and Cooperation Congress in Antalya, Turkey— 
live. broadcast in progress] 


[Text] Together with us, the whole world 1s aware that we 
have just experienced a turning point in our history. As 
expressed with deep insight and precision by the late 
Dundar Taser long before any of these events took place. 
Turkish history has just lef: behind the lowest possible 
point in its course. From now on, the whole world will 
witness the rise of this natural course. 


In addition to the justified excitement we are feeling at 
the beginning of this lucky ascent in Turkey history, 
which has been in decline since the 17th century and 
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which may never again be forced to regress, we must not 
even for a moment forget our responsibilities and com- 
mitments. 


As you are all well aware, with the collapse of the 
se-cialist system, the international military, political, and 
social balances were upset and a brand new international 
political picture has emerged. Alongside the disruption 
of the Cold War and the international status quo, which 
has been continuing for over 40 years, the gecpolitical 
and geostrategic sensitivities, which were mzticulously 
safeguarded until now, have also largely bec ome worth- 
less and been replaced by new quests. 


The spirit of optimism implied by the concept of the new 
world order, which emerged with the collapse of the 
Soviet bloc, unfortunately lasted only a very short time. 
Especially the clashes in the Balkans and the Caucasus 
have transformed near Asia and its hinterland into the 
focus of the global crises experienced by the interna- 
tional political order. 


Notwithstanding the negative picture in front of us, it is 
certain that the existing situation cannot continue for- 
ever and a lasting status quo and a new order of 
international balance in line with this status quo must 
sooner or later be established in this region. 


In view of this situation, the following question is vitally 
important for us: Which principles will shape the future 
siatus quo and international order and what will be our 
role, our responsibility, our attitude and finally our 
demonstrated goal in this reconstruction process? 


As I mentioned in the beginning of my speech, the 
shining star of our history entrusts us to answer this 
question and undertake our mission in advancing in this 
direction with relenticss determination. The reason is 
very clear. Whatever the shape of things to come, we will 
be the real elements and most important pieces of the 
Status quo and new order to be established in the region 
extending from the Balkans to Central Asia. In this 
region, there cannot be a status quo or political order 
that will exclude us. 


I would like to focus on the following main issue: Both 
Turkey and the other Turkic republics, and all Turkish 
communities are obliged to exert maximum efforts not 
to be left out of political and economic developments in 
our region. We must endeavor to exploit to the max- 
imum possibilities and opportunities presented by the 
intense political and economic conjuncture before us, 
and secure for ourselves the most advantageous position 
in the future status quo. If we are late in taking the steps 
that must be taken now, it may be difficult for us to seize 
the same opportunities again in the future. 


We must take care, on the one hand, to become one of 
the influential actors in the future status quo and polit- 
ical order, and on the other hand, to follow closely the 
international political scene in its entirety. In its present 
form, the international political order has unfortunately 
lagged far behind the system of international economic 





relations. We are unable to observe the soundness of the 
standards prevailing in international economic relations 
in the political arena as well. 


In conclusion, it 1s evident that the international polit- 
ical order has entered a reconstruction process, the 
duration of which we are unable to accurately forecast. I 
believe that the Turkic world can contribute significantly 
to this reconstruction work. 


Given its current political and economic stability as well as 
its technical know-how and accumulated expertence, 
Turkey mow serves an example to all its neighbors. These 
free, equal, fair, and brotherly relations among us do not 
incorporate any elements which could disturb the other 
countries around us. Furthermore, these relations increas- 
ingly constitute an example and a model for them. 


We—our country, society, and state—want to share our 
political, economic, and cultural experience, above all 
with the brotherly Turkic republics and communities. 
This model, which we are establishing on the basis of our 
peaceful concept and sincere thoughts, also genuinely 
contributes to the reconstruction process of the interna- 
tional political order. 


I wish and hope with all my heart that this cooperation and 
mutual assistance, which we launched in every field, and 
this beautiful spirit of unity and solidarity will continue and 
become stronger. | have no doubt whatsoever that the future 
of the Turkic world will be more beautiful than the present. 
The bright horizons of our national future have already 
begun to shine. As | remarked earlier, however, we must not 
forget the nature of the task and mission that fall on us 
despite the disorder in our region. We must recognize and 
acknowledge this sacred duty and 1. toric mission before us. 
We are awar . “the hardship of owr duty and the gravity of 
our mission. _ shoulders of the Turkis 2 nation, which has 
succeeded in conceatrating heforsm anc prety in its identity 
in the most beautiful manner thro aghoui history, have 
borne many simiiar heavy burdens. Our entire history is full 
of the epic stories and examples of this energy and endur- 
ance. | welcome you, the ha sorable and distinguished guests 
of the Republic of Turkey, iS whys conviction, and these 
feelings and thoughts. | embrace you all with love and 
respect on behalf of my state and nation. 


Demirel Addresses Congress 
TA2103114693 


{Editorial Report] Ankara TRT Television Network in 
Turkish at 0805 on 21 March begins a live broadcast of 
a 28-minute speech by Turkish Prime Minister 
Suleyman Demirel at the Turkish States and Communi- 
ties Friendship, Brotherhood and Cooperation Congress 
being held in Antalya, Turkey. 


Demirel begins his speech by referring to the significance 
of the congress because it has been convened with a delay 
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of 200 years and declares: “This congress is significant 
because during these 200 years, the members of the 
Turkic world, the children of the great Turkish nation 
have not disappeared despite the slavery and oppression 
they have beer subjected to. They have preserved their 
language, religion, culture, beliefs, mores and traditions. 
This preservation has enabled another resurrection. This 
congress is significant because it is not only a scientific 
and academic one but one aimed at gathering together all 
the brothers from distant lands and quenching their 
longing for one another. We embrace you all.” 


Demirel then continues by pointing out the significance 
of Nevruz [holiday] and says: ““sevruz is being cele- 
brated as an official holiday in many parts of the Turkic 
world. There are sections in Turkey where Nevruz is 
celebrated. Nevruz is celebrated as a new year, as a 
spring holiday. Nevruz is actually being celebrated in a 
bid to applaud the preservation of the unforgettable 
Ergenckon Epic through the centuries. I congratulate the 
Nevruz holiday of all our valuable brothers in all the 
countries where this dav is cei*brated. I congratulate the 
Nevruz holiday of all the Turkic world.” 


The prime minister continues to relate the disintegration 
of world empires in the aftermath of both World War I 
and World War II with the exception of the Soviet 
empire. Demirel goes on to enumerate all the past 
empires established by tae Turkic people in Central Asia 
throughout history and says that there came a time in 
history when the Republic of Turkey was the only 
Turkish state to represent the voice of the Turkic world. 
The prime minisier notes that as predicted by the great 
Ataturk, the Soviet empire collapsed leading to the 
emergence of five Turkic republics and continues: “The 
Azerbaijanis, the Turkmens, the Kyrgyz, the Uzbeks and 
the Kazakhs who proudly declare their Turkic origins 
have gained their independent states. The single flagged 
Turkish Republic, the only independent republic of the 
Turks, the crescent-star flag of the Turkish Republic was 
joined by six additional flags at international forums. 
Thank God, we have come a long way from the single- 
flag era to the seven-flag one [numbers as heard]. This is 
our source of pride. This is what we are enthusiastically 
celebrating under this traditional tent today. The emer- 
gence of the Turkic world, I believe, is one of the most 
significant developments of this century. A new conti- 
nent called Eurasia has been born in this great geo- 
graphic space that stretches from the Adriatic Sea to the 
Great Wall of China. Eurasia is tantamount to the 
Turkic world.” 


Demirel goes on to stress the importance of making the 
most of this opportunity that has been presented to the 
Turkic world as well as the difficulties of preserving the 
newly gained independence in these republics. He states 
that these republic: should be governing themselves and 
that Turkey will stand by them in times of need and 
share with them whatever resources it has. Commenting 
on cooperation among these republics, Demirel says: 
“The increasing good relations and cooperation among 
these republics is not directed against others but rather 








FBIS-WEU-93-057 
26 March 1993 


aimed at eliminating the hostilities in the region. We are 
well aware that hostilities lead nowhere. Had they led 
anywhere we would have attained that goal by now. This 
great community, this great Turkic community will be 
serving peace in the new world order.” 


Outhning the benefits of the congress, Demirel says that 
it will enable the Turkic republics to open to the world 
and strengthen cooperation among themselves. 


Peferring to the reasons why Turkey 1s interested in the 
newly emerged Turkic republics, Demirel says the fol- 
lowing: “We have the same language, religion, mores, 
traditions and culture. We share the same history. 
heroes, enics, legends and lullabies. In short, we share 
everything. I ask you, if people who share so much are 
not considered brothers then who 1s?” 


Demirel remarks that although the past might be one our 
greatest treasures one cannot live in the past. He goes on 
to note that nations live for the future, adding that for a 
better future one must make the most of the opportuni- 
ives offered by the present. Demirel continues: “The way 
i6 make most of the present is to do what Turkey has 
been doing. We do not impose our views on anyone. You 
aixc free to come, visit and observe. Turkey is a free 
country. It has its problems but it is trying to solve them. 
Turkey has a free parliament, press, media, religion and 
educational system. Its worker; unions are free, its 
streets are free. In Turkey, the people have the freedom 
of thought and belief.” 


Demirel goes on to underline the political and economic 
freedoms in the country, adding that property ownership 
and a free market economy are implemented. Pointing 
out that 99.9 percent of its population is Muslim, 
Demirel stresses the secular nature of the country by 
saying: “Turkey is a laic country. There is no interfer- 
ence in the language, beliefs, religion, or sect of anyone. 
On this holy Friday, worshipers prayed to God in 
mosques in some 55,000 places in Turkey. This was not 
imposed on them. There is no one between the indi- 
vidual and his God. Our people can pray and live in 
freedom. If you want to become and remain a free 
country, if you want to exercise all your freedoms, if you 
want economic as well as political freedom, if you want 
the freedom of thought and conscience then I believe 
there 1s a single path to be pursued, namely that pursued 
by Turkey.” 


Demirel goes on to reiterate the necessity for consoli- 
dating the brotherhood among the Turkic nations and 
exalting the joint values. He stresses that to achieve these 
goals, the telecommunications and transportation sys- 
tems should be developed and the Cyrillic alphabet 
replaced by the Latin one. On the issue of the alphabet, 
Demirel says the following: “With the Cyrillic alphabet it 
is impossible for us to understand you. Nor can you 
understand us. One of the most significant issues to be 
discussed at this congress, which is a cooperation, broth- 
erhood and friendship congress, is that of the alphabet. 
In other words, the alphabet is the most important tool 
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that will unite us. The decision you will be reaching 
regarding a Turkish alphabet will enable us to read one 
another's papers, books and letters.” 


Demirel concludes his speech by saying that the repre- 
sentatives at the congress are not actually guesis but 
hosts because Anatolia belong to all, and he congratu- 
lates the participants on the: s«amadan holiday. 


Convention Concludes, Statement Issued 


TA2303204193 Ankara TRT Television Network 
in Turkish 1800 GMT 23 Mar 93 


[Text] Tne Turkic States and Communities Friendship, 
Brotherhood, and Cooperation Convention has ended. 
On the last day of the convention in Antalya [Turkey], a 
concluding statement was issued together with the com- 
mission reports. 


The concluding statement, which was accepted unani- 
mously, incorporates respect for the sovereignty of 
Turkic states and communities, independence in their 
internal affairs, and equality in relations among them- 
selves and with neighboring and other countries. 


The statement pointed out that the principle of a secular 
State based on respect for international law, human 
rights, nationaiism, and democ:acy should be cultivated 
in the Turkic world. 


A proposal to form a Turkic republics high counci! and 
parliamentary working group consisting of the presi- 
dents, prime ministers, and foreign ministers of indepen- 
dent Turkic republic countries was also part of the 
concluding statement. 


It was also decided to increase exchanges in education, 
culture, the economy, science, and technology among the 
communities. In addition, a joint handwriting language 
and a 34-letter alphabet were adopted. These agreements 
were included in the related commission report. 


A permanent foundation which was established to 
ensure that the convention takes place each year was also 
included in the concluding statement. 


It was decided unanimously to hold the next convention 
in the Turkish Republic of Northern Cyprus, and the 
year after that, in Azerbayan. 


Poland Ratifies Convention on Transborder Ties 


LD1903225993 Warsaw PAP in Enelish 2114 GMT 
19 Mar 93 


[Text] Paris, March 19—Poland has ratified the Euro- 
pean general convention on trans-border cooperation 
between the communities and territorial authorities on 
Friday [19 March]. The signed documents ratifying the 
treaty were handed over to the secretary general of the 
European Council by Poland's permanent representative 
to the council, Ambassador Jerzy Regulsk:. 
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The convention allows for the establishment of active 
trans-border cooperation with all neighbour:ng coun- 
tries. It will facilitate relations between local and 
regional authorities across the borders and allow for 
cooperation in areas such as environmental protection, 
training programs for public service workers, mutual 


assistance in emergency situations and the establish- 
ment of international societies. 


Poland is the seventeenth country to join the convention 
and is expected to be followed shortly by Ukraine. 
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European Commission Favors Norway's Entry 
Into EC 


AU2403 144893 Paris AFP in English 1210 GMT 
24 Mar 93 


[Text] Brussels, March 24 (AFP)}—The European Com- 
mission recommended here Wednesday [24 March] that 
the European Community should accept Norway’s appli- 
cation to join the E.C. 


Making the announcement, Hans van den Broek, the E.C. 
commissioner in charge of enlargement negotiations, said 
the decision meant that official membership negotiations 
with Norway could start as scheduled on April 5. 


Norway applied for E.C. membership on November 25. 
The E.C. is already conducting membership negotiations 
with Austria, Sweden and Finland. 


The four countries hope to join the E.C.—or the ~ore 
integrated European Union negotiated under the Maas- 
tricht treaty—by 1995. 


The European Union will come into force later this year 
provided that it is ratified by Denmark following a refer- 
endum on May 18, and t~ a parliamentary vote in Britain. 


Upcoming Negotiations Previewed 


BR2503 123793 Groot-Bijgaarden DE STANDAARD 
in Dutch 25 Mar 93 p 5 


{[Unattributed report: “EC Commission in Favor of 
Talks With Norway”’] 


[Excerpt] Brussels—The European Commission indicated 
yesterday that it was in favor of opening talks on Norway’s 
entry into the EC. The aim is to enable Norway to join the 
EC in 1995 along with Sweden, Finland, and Austria—three 
countries with which negotiations already are under way. 
EC Commissioner Hans van den Broek said that agricul- 
ture, fisheries, energy, and the removal of national monop- 
olies are the most problematic areas. 


As a member of the European Free Trade Association 
(EFTA) and soon of the European Economic Area 
(EEA). Norway, which already has rejected entry to the 
EC once in a 1972 referendum, will have little difficulty 
accepting most provisions of the internal market. 


In areas such as environinental policy or the fight against 
inflation, Norway could not but strengthen the Commu- 
nity. Given its NATO membership and its observer 
Status within the Western European Union (WEU), the 
Community defense and foreign policy also will cause 
few problems. 


However, as with Sweden and Finland, there are dark 
clouds over negotiations on agricultural and regional 
policy. The three countries in question are not prepared 
to stop providing extensive protection to their farmers in 
the far north. Undoubtedly, too, in light of the current 
European fisheries problems, the fate of the large Nor- 
wegian fishing fleet also is a delicate issue. 
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Furthermore, Norway, the leading oil and natural gas 
producer in West Europe, is not enamored of the plans to 
create a single market for the exploration, prospecting, 
and exploitation of energy sources. 


Finally, Norwegian legislation is adapted inadequately to 
EC rules on competition. 


Commissioner van den Broek said that, as with the other 
three candidate members, accession only could take 
place under the terms of the Maastricht treaty, which 
still remains to be ratified by Denmark and Great 
Britain. Contrary to previous Community enlargements, 
van den Broek sees little room for transitional measures, 
because there are no more border controls within the 
internal market. 


On the question of whether the entry of four new 
member states and three new languages would not give 
rise to extensive changes in the internal workings of the 
Community, Van den Broek said that this was not a 
matter for the Commission and that an intergovern- 
mental conference on institutional changes has been 
planned for 1996. 


To the question of whether it is realistic to expect a great 
deal from a conference of 16 member states when there were 
so many problems with just the Twelve in Maastricht, van 
den Broek remarked dryly that the European Council obvi- 
ously had deemed that it was. [passage omitted] 


First Round of ‘Real’ Swedish-EC Negotiations 
Begin 

PM 1903150093 Stockholm DAGENS NYHETER 

in Swedish 13 Mar 93 p C2 


{Henrik Brors/TIDNINGARNAS TELEGRAMBYRA 
report: “Support for Norrland To Stay”] 


[Text] Brussels—Sweden is demanding to be allowed to 
continue with its support for Norrland and an active 
regional policy even though this runs contrary to current 
EC regulations. 


These were the main demands from the Swedish negoti- 
ators when they met the EC countries yesterday for the 
first real round of negotiations. 


At the same time Sweden is demanding a rebate on the 
membership fee the country must pay under EC regulations. 


Unlike Finland and Austria, Sweden does not want any 
period of transition before Swedish agriculture is brought 
into the EC agricultural system after membership. 
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*Phasing-in periods could be necessary, but our ambi- 
tion is that we will be part of agricultural policy from the 
start of membership,”’ Sweden’s chief negotiator, Under 
Secretary of State Frank Belfrage, said. 


But support for Norrland totaling around one billion 
kronor to farmers can deliver support of up to 12,000 
kronor per cow in western and northern Norrland, while 
the highest subsidies in the EC total 1,200 kronor. 
Nevertheless the Swedish Government is demanding to 
be allowed to continue supporting agriculture in Nor- 
rland on its present scale. 


“Involved here are very small volumes which on the 
whole do not upset other markets. It is of great political 
and social importance to be able to maintain Norrland 
agriculture,” Beltrage said. 


As far as the rest of regional policy was concerned the 
Swedish negotiators claimed that Sweden's regional 
policy can be reconciled with current EC regulations, 
even though the EC Commission considers that it is 
generous. 


The EC Commission has, however, drafted a new pro- 
posal for a system of rules covering regional policy which 
pays more attention to sparsely populated areas. Sweden 
hopes that this will make it easier to adapt regional 
policy to that of the EC. 


The Swedish negotiators received no counterdemands 
from the EC at yesterday's meeting with the ambassa- 
dors of the 12 member nations. They will now continue 
to discuss the issues with the EC Commission which has 
in effect now been given a mandate to start negotiations. 
In the past it has been the case that all negotiations must 
be handled by the EC countries. 


Sweden's division into regions entitled to varying levels 
of support, so-called Nuts [expansion unknown], will 
also be decided by the EC Commission. 


Sweden also advanced its demands regarding the EC’s 
customs and trade policy, where disagreements are min- 
imal. On average, Swedish customs duties are | percent 
lower than the EC’s-—4.6 percent as against 5.6 percent. 


But the Swedish Government takes the view that the 
increase that membership would mean is more than 
outweighed by the advantages of being spared customs 
controls and the problems of the rules of origin systems. 


The problems are Sweden’s free trade agreements with 
the Baltic states and the phased-out customs duties on 
clothes and other textile products. 


Sweden's bid is that it should be allowed to continue 
with this trading policy, and the Swedish Government 
takes the view that it is fully possible to check to make 
sure that textile products and goods are not shipped on 
to other EC countries. 
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Like Finland and Austria, Sweden has also indicated a 
number of chapters in EC regulations which it is pre- 
pared to sign without negotiation. 


These cover eight areas: the right to free movement of 
goods, capital, and services, education, research and 
development, company law, the transmission of statis- 
tics, and that section of social policy which is included in 
the EEA [European Economic Area] agreement. 


However, Sweden has reservations when it comes to the 
purchase of holiday homes and housing mortgage bonds. 


The new law covering the purchase of vacation homes— 
which states that a person who is not registered in 
Sweden must have a special permit to buy a vacation 
home—will continue to remain in force. 


Sweden wants a transition period lasting up to the year 
2001 for the introduction of the EC’s new rules on how 
many housing mortgage bonds an owner is allowed to 
have. Otherwise life insurance companies will be forced 
into large-scale sales over a short period. 


When the membership negotiations opened officially 
[Swedish] European Affairs Minister Ulf Dinkelspiel 
said in his speech that Sweden would like not to have to 
pay the full membership contribution from day one, 
pointing out that other countries have been granted a 
phasing-in period with lower contributions over the first 
few years. 


But it now looks as if the government could be consid- 
ering demanding a permanent rebate—something which 
in practice only Britain has and which the other coun- 
tries are fighting tooth and nail to remove. 


The Foreign Trade Ministry has pointed out that Sweden 
will be hit by an extremely high membership contribu- 
tion because of the extremely high frequency of women 
in gainful employment and because the country has so 
small a black economy. This means that GNP [gross 
national product], which measures the country’s total 
production, is significantly higher in Sweden. 


The membership contribution to the EC is determined 
on the basis of each country’s GNP, among other things. 


According to the most recent estimates, Sweden will 
probably have to pay around 20 billion kronor. 


Denmark’s Rasmussen on Aims of EC Presidency 


PM2303121493 Paris LE MONDE in French 
20 Mar 93 p 7 


{Interview with Danish Prime Minister Poul Nyrup 
Rasmussen by Alain Debove; place and date not given] 


[Text] [Debove] After last year’s Danish and French 
referendums, and the current British hesitations, the 
Maastricht version of European building is not going 
very well. How do you think the process could be 
relaunched? 
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[Rasmussen] That is true and the general economic reces- 
sion in Europe, which was forseeable, does not help matters. 
Several governments are in a particularly difficult situation. 
In addition, we can see that the gap between individuals and 
ordinary people on the one hand and the political powers 
and decisionmaking systems on the other has widened. The 
European institutions have strengthened this feeling of 
“distance; they have become scapegoats. What we must do 
now, through Community decisions, is to show the ordinary 
citizens that what we are doing in Brussels, what we are 
doing in the European Council, is reasonable and really 
necessary. 


The next European Council, which will be held in June 
in Copenhagen will have to reassure the peoples on this 
point, and this is extremely important. The Twelve have 
done what they could to develop economic growth. They 
have done it--and this must always be stressed— 
“together.” Those who have tried to be an exception, to 
act separately, have lost. 


To counter the effects of the current recession, it would 
be good to use the single market to the maximum. The 
Twelve, and, let us hope, the four other countries which 
should join us shortly (Sweden, Finland, Norway, and 
Austria) should decide together, now, to invest in infra- 
structures, the environment, housing, and education ina 
selective way. 


[Debove] What are the aims of the Danish presidency? 


[Rasmussen] I hope that we will do all we can to solve 
certain problems, so that the Belgian presidency, which 
will follow ours, can carry through the work and that, 
before the end of the year, we will be able to say: There, 
Maastricht has been ratified and the countries applying 
to join can now make their decision on whether or not to 
join us. 


First, we will tackle the implementation of the [EC] 
agreements reached in Edinburgh, especially on Euro- 
pean structural funds. We must also combine that with 
better European economic coordination. Particularly in 
the employment sphere. “Getting Europe back to work” 
is one of our main objectives. While Europe is in a 
period of recession we Danes will try to invest in the 
future to be able to exploit the new opportunities when 
the recovery comes in a few years’ time. 


We will undertake an ambitious reform of the labor 
market, of training and education. In my view this is 
fundamental because the level of training is lagging 
behind compared with technological progress. This is a 
European phenomenon and we must all give more 
training to our labor force. 


[Debove] You therefore want a concerted recovery, 
especially of public investment and infrastructures. 
“Together,” as you like to say. But that presupposes a 
Danish “yes” to Maastricht in the second referendum 
which will be held on 18 May? 
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[Rasmussen] Obviously, and my government will do 
everything in its power to ensure that the “yes” vote 
wins. I will personally be heavily involved in that cam- 
paign. I will do that throughout the country, and you 
know that it is not very big.... I am optimistic because we 
secured what we requested in Edinburgh. And the polit- 
ical message which I am now addressing to the Danish 
people is the following: A “‘yes” vote on 18 May offers 
you many favorable prospects; a “no” would have neg- 
ative effects in the economic, monetary, and social 
spheres, and in the sphere of employment. And, above 
all, it would open up a new period of uncertainty. We 
have all the assets to enable our country, in alliance with 
the others, to have its place and to contribute to peace, 
the battle for employment, and new initiatives to pro- 
mote security in Europe in the East and the West. 


1 will be the happiest politician in Europe if I can arrive 
at the European Council meeting in June and say to my 
colleagues—and I think I will be able to say this— 
Denmark has said “yes” on the basis of what we 
requested in Edinburgh; now, let us move forward in the 
sphere of employment and peace! 


[Debove] Will the fact that Denmark has obtained these 
exemptions in Edinburgh with regard to economic 
union, common defense, and European citizenship not 
influence the debate in the countries applying to join? Of 
course, the Twelve have said that these exemptions were 
only valid for Denmark, but do you not think that the 
Swedes or Austrians will also try to secure special treat- 
ment with regard to the Maastricht treaty? 


[Rasmussen] No, not at all. I can report to you what Carl 
Bildt, my Swedish counterpart, said to me recently on 
this subject: Sweden does not want a Danish solution, it 
wants a Swedish solution. Norway does not want a 
Danish solution either. What does this mean? Let us take 
Norway's case. It has its special interests: fishing, arctic 
agriculture, regional policy, oil. But these questions will 
be dealt with in the ordinary and normal negotiations 
between the Commission and the countries applying for 
membership. This has nothing to do with Maastricht. 


[Debove] Do you think that Maastricht still exists? 


[Rasmussen] Yes, but some people in our country are 
wondering what might happen if the Danes said “no” a 
second time, on 18 May. My answer is simple: It would 
be very damaging for us and it would have negative 
effects for the whole of Europe. In this hypothesis, 10 
European countries have said that they would continue 
nonetheless. If they do so, I think they will create an 
“uncertain” Europe. 


[Debove] With a view to expansion, what will happen to 
Nordic cooperation, which has been very close over the 
past 40 years? 


[Rasmussen] I was very happy to note, during the last 
meeting of the Nordic Council in Oslo at the beginning 
of the month, that our countries, whether members or 
future members of the EEC, are determined to defend 











12 INTER-EUROPEAN AFFAIRS 


this Nordic cooperation and to strengthen it. In the 
cultural sphere, in the labor market, and in other 
spheres. In the Community, you see that France, Italy, 
Spain, and Portugai are tending to develop their cooper- 
ation toward the south, the Maghreb, and Africa. And 
you will see that the Nordic countries will pull the EEC 
a little toward the north, by cooperating with the Baltic 
states, northern Germany, Poland, and Russia, in the 
framework of a kind of “Nordic region.” 


[Debove] What can Europe do for the former Yugo- 
slavia? 


[Rasmussen] I also think that Europe should be able to 
make more effort. The U.S. commitment, alongside 
Europe, should enable us to be in a better position to deal 
with these tragic events at the end of this six-month 
period. Negotiations should then have a better chance. 
The Vance-Owen plan, from a diplomatic and political 
viewpoint, is the best we can obtain. We could hope for 
a few changes here and there, but we must try to have it 
implemented. 


[Debove] And the refugees? 


[Rasmussen] I think that the idea of creating a European 
high commission deserves to be examined. Europe 
would thus once again express the importance it attaches 
to humanitarian questions by saying: We want to deal 
with the problem seriously, the refugees must not, as 
now, be shifted from one country to another; we want to 
unite our efforts to ensure that once peace is restored in 
Yugoslavia, when those people return to their country, 
we will have done what we could, for instance as regards 
education. We want to ensure that they can rebuild their 
country in the framework of the implementation of the 
Vance-Owen plan. 


EC Divided by ‘Row’ Over Proposed Energy Tax 


LD2303191493 London PRESS ASSOCIATION 
in English 1525 GMT 23 Mar 93 


[By Geoff Meade, PRESS ASSOCIATION, in Brussels] 


[Text] Britain was today at the centre of a row over an 
EC energy tax which has split the Community govern- 
ments in two. 


Five other member states joined Britain in refusing to 
accept the need for such a tax—designed to encourage 
industry to curb pollution—prompting a threat from the rest 
to ditch a United Nations convention on climate change. 


The dispute broke out at talks in Brussels where [UK] Junior 
Environment Minister David Maclean said the government 
remained to be convinced that an EC-wide energy tax was 
the right response to carbon dioxide pollution. 


The Brussels Commission is keenly pressing for a CO2 
{carbon dioxide] tax, and six EC countries—Belgium, 
Denmark, Germany, Italy, Luxembourg and Holland— 
insist that a credible EC environment policy must 
include such a measure. 
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Today the environment ministers from those countries 
signed a declaration that the EC’s commitment to stabi- 
lising CO2 emissions as part of the UN Climate Change 
Convention would not be possible unless an energy tax 
was adopted by all member states. 


Meanwhile the environment ministers have agreed a 
Commission plan introducing voluntary participation by 
industrial companies in an EC-wide eco-management 
and audit scheme. 


The aim is to establish concerted action and common 
policies towards environmental protection, including 
publicly available information about companies’ envi- 
ronmental performance. 


Van Miert Says EC Should Avoid ‘Pure’ 
Liberalism 


93ES0459A Paris LES ECHOS in French 22 Feb 93 
p2 


[Interview with European Commissioner for Competi- 
tion Karel Van Miert by Jacques Docquiert; place and 
date not given: “Van Miert Says Certain Rules Should 
Be Flexibly Applied, as With the Case of the Iron and 
Steel Industry”} 


[Text] Karel Van Miert, who is neither a neo-Thatcherite 
nor a leftist ideologogue, has no fear of forceful images, 
and claims to be a man of moderate practice. In his first 
interview with a French newspaper, the new European 
commissioner in charge of competition, who ‘vas for- 
merly in charge of transportation, explained to ECHOS 
that he would attempt to avoid two hazards. He does not 
want to overturn the rules of the game, but he is equally 
opposed to a policy which is “liberal, pure and simple, 
the destructive consequences of which we have seen.” He 
draws two conclusions therefrom. On the one hand, 
certain sectors experiencing difficulty, such as the iron 
and steel industry, merit a “pragmatic” approach, in 
order to mitigate the social consequences of the restruc- 
turing choices. On the other hand, a competition policy 
within the Community must be supplemented by a 
foreign policy that allows Community enterprises “to 
wage the struggle with their competitors in third coun- 
tries on the basis of equal resources.” This analysis leads 
him to regret, in particular, the prohibition preventing 
Aerospatiale from resuming control of the Canadian De 
Havilland company. With regard to the other French 
cases currently awaiting decisions in Brussels, on the 
other hand, the public aid proposed for Air France and 
Bull, in particular, the Belgian commissioner made it 
clear in advance that he would not answer any questions 
asked by ECHOS. He wants to take the time to study the 
facts and figures. This is an attitude consistent with his 
stated desire to deal with matters on a case-by-case basis, 
at a far remove from any ideology. 
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{Docquiert] You have been a Socialist and a European 
for a long time. Your predecessor was a conservative, 
and was close to Margaret Thatcher. What alterations in 
the European competition policy will this personnel 
change entail? 


{Van Miert] The rules of the game will remain the same, 
because they do not depend on us. But is also a question 
of interpreting the figures, the facts, and the circum- 
stances. This leaves room for an approach that is not a 
different one, but may include other considerations. One 
can take a very juridical and formalistic approach, or one 
can try to consider the elements as a whole without 
losing sight of the competition issue. I will give you an 
example. When one considers the iron and steel sector 
from a strictly liberal point of view, one might say: “The 
situation is unfortunate, but too bad—that is the way the 
market wants it,”’ resolving to do nothing. This would be 
a neo-Thatcherite attitude. Or one could realize, and this 
iS my approach, that this is a sector in crisis, and that it 
iS necessary to try to save what is essential by main- 
taining the competitive capacity of this industry. Before 
success can be achieved, there will have to be a difficult 
period of reorganization, with reductions in capacity, 
and thus the application of certain treaty rules in a 
flexible way. For example, it could be agreed that after 
asking the industrialists to cofinance all these operations, 
their prices—currently too low—could be increased 
again—not by authorizing a trust, but by taking other 
steps. Thus, based on a competitive approach, one can 
try to develop an established, pragmatic policy using the 
same rules of the game. 


[Docquiert] Let us take another example—the case of the 
De Havilland firm. In this connection, you have not 
concealed your desire to see Aerospatiale authorized to 
buy it back. Would the decision have been different if 
you had been in charge of competition? 


[Van Miert] That is a difficult question. While I was in 
charge of transportation, I advocated a green light— 
defending the same viewpoint as Mr. Bangemann, in the 
name of foreign limitations. If our rules of competition 
are applied, making abstraction of what is happening 
outside the Community, there is a risk of coming to 
erroneous conclusions. In the air transport sector, it is 
necessary to protect competition within the Community, 
and I will see to that. But at the same time, our company 
must be allowed the opportunity to survive and to wage 
the struggle with their competitors in third countries 
based on equal resources. The best way to proceed 1s to 
incorporate these considerations in a balanced competi- 
tion policy. | am not taking a Socialist approach, and I 
am even attempting to maintain a nonideological atti- 
tude. But this is the way in which I view my work, and it 
is an attitude generally shared by my colleagues on the 
Commission. 
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{Docquiert] Isn't the Community suffering from the 
absence of clear and understandable rules tor competi- 
tion, while some of our larger partners, such as the 
United States and Japan, have a much freer hand for 
defending their interests? 


[Van Miert] The maintenance of a good competitive 
system is the best safeguard we can promote to ensure 
that our enterprises will survive and remain competitive 
in the long term. | do not believe in a market dominated 
by the major leaders. This leads to decline. But there are 
excellent arguments in favor of having a foreign dimen- 
sion to our competition policy, and I am indeed planning 
to pursue this path so as to have some supplementary 
tools. Some of our interlocutors in the Central European 
countries are telling us: “You accuse us of dumping, but 
this is incorrect. These are our real prices.” But the rules 
of the game applied in these countries are different. Thus 
it is necessary that we try to talk about the same things in 
our cooperation agreements, so that in the years to come, 
we can establish a common code. This has already been 
done with the AELE [European Free Trade Association] 
countries. 


[Docquiert] Isn't having a competition policy, while 
there is neither a social nor an industrial policy, a 
handicap? 


[Van Miert] There is in fact an imbalance, and this is 
nothing new. In a period when conditions are good, this 
is NOt too serious. But in a period of crisis like that today, 
people wonder about the risks. It is also true in the 
monetary sector that in some sectors, disciplines are 
being established, while others are still reyecting the goals 
of the EMU [European Monetary Union]. Then an 
untenable situation develops—one that in my view ts 
likely to threaten the great market one day. The Maas- 
tricht treaty tried to correct that. Unfortunately, the 
British abstained. It is easy to accuse the Commission or 
Jacques Delors, while Margaret Thatcher yesterday, and 
John Major today, did and do reject this social Europe. 
In the long run, it will be necessary to learn some lessons 
from this rejection. Either one participates in a whole, 
within which the same rules of the game prevail for all, 
with transitional periods, if necessary. Or, if there are 
doubts about the final objective, one runs the risk of 
undoing all that has already been accomplished. | think 
it will be necessary to embark, very speedily and on the 
highest level, upon a new beginning for social Europe. 
This does not mean that everyone in the Community will 
earn the same wages. It means that the soc:.i protection 
will be the same. Thus certain regions experiencing 
difficulties might be able to retain a wage advantage. 
However, everyone will have to respect the same rules of 
the game, in order to avoid moving rapidly toward the 
dismantling of social protection. 


{[Docquiert] What are your priorities in the competition 
sector? 


[Van Miert}] Tremendous pressure has been exerted for 
several months now in favor of the reestablishment of 
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public assistance. We have to maintain the church in the 
middle of the village at a time when each government 
wants to have this or that region benefit from a waiver. 
If there were agreement, this would mean the end of any 
regional policy. There are sectors like the iron and steel 
industry that are experiencing difficulties. We are being 
handed a multitude of cases, and we are making an effort 
to hold to our course, while at the same time being 
sensitive to the actual situation. That situation is such 
that the same rules cannot be applied in the way that was 
possible three years ago, when everything was going well. 
It would be a mistake, however, to abandon the compe- 
tition policy. It 1s mecessary to be determined and 
pragmatic—these are the two characteristics most 
needed in a competition policy at present. 


{[Docquiert] What advice would you give the French 
enterprises that too frequently believe the decisions 
made in Brussels have done them harm? 


[Van Miert] I believe they should understand that the 
Commission is conducting itself in a consistent and just 
manner by treating everyone in the same way. But I have no 
illusions. One day we will be criticized by some, praised by 
others, and on the following day, it will be the reverse. My 
concern will be to act correctly, to improve contacts, to 
understand what is happening. But when we have come to a 
conclusion, it will be rigorously implemented. 


{[Docquiert] Do you believe it will be necessary to 
augment the role of the state in the organization of the 
economy again? 


[Van Miert] It is necessary to avoid two hazards. First, the 
liberalism, pure and simple, of which we have seen the 
destructive effects in the United States and in Great Britain. 
Nor can we return to the old state assistance practices. They 
are the reason for phenomenal indebtedness of Belgium, for 
example. If enterprises are experiencing difficulties—today 
we have the Daf case—it is necessary to find a viable 
reorganization plan, with the private sector, which is indi- 
cating its confidence in the salvage operations, partici- 
pating. In this case, one could consider state participation, 
without applying the rules of competition in too doctrinal a 
fashion. If, on the other hand, it is a question of a camou- 
flage operation, then we must have the courage to say no, 
even if this is unpopular. 


{Docquiert] What, in your opinion, should the priorities 
of the European Commission be in the next two years? 


[Van Miert] In order to correct the current situation, which 
is characterized by a mixture of Europessimism and reces- 
sion, it will be necessary first of all to reestablish political 
confidence. Thus it is essential that all the member states 
ratify the Maastricht treaty, in order to establish clear 
objectives for the Community. Our government should then 
refuse to renationalize certain policies, as public opinion, 
which is very critical of the Community, sometimes 
demands. It will be necessary to pursue the realization of the 
EMU, in order to avoid abnormal situations, such as the 
attack on the French franc. The currencies capable of 
playing the game should be made to do so, by proceeding 
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with certain provisions for which the treaty provides, if 
necessary. And then, there are policies that should be 
implemented speedily—the growth initiative, the transpor- 
tation policy. It is truly necessary to proceed now, because 
contrary to what people think, we need Europe more than 
ever to correct the situation. 


Commentary: National Steel Subsidies Subvert EC 
Goals 


93ENO259C Munich SUEDDEUTSCHE ZEITUNG 
in German 12 Mar 93 p 26 


{Commentary by Winfried Muenster in Brussels: “EC 
Powerless Against Steel Subsidies; Member States Sub- 
vert Assistance Controls”’] 


[Text] The steel crisis in the European Community is not 
merely the result of an unexpectedly sharp decline in 
sales. It also verifies that the EC subsidy control system is 
not working. Although Community member states are 
profiting willingly from the internal market without bar- 
riers to trade, they are not prepared to submit to the 
Brussels regulations regarding fair competition. 


State subsidies, which the EC Commission sanctions in favor 
of plant closings, in truth serve the opposite purpose of 
sustaining unprofitable capacities. Brussels does not have the 
power to enforce fair competition because if they tried it the 
national governments would threaten to violate the Euro- 
pean treaties. Under pressure from this threat the EC Com- 
mission has again surrendered its demand that the Italian 
Government take back misused subsidies that were paid to 
the state-owned concern Ilva. In March of 1989 the top 
Brussels officials in the ECSC [European Coal and Steel 
Community] approved of an estimated 10 billion German 
marks [DM] in subsidies for the washed-out state concern, 
Finsider, after Rome had promised to combine the “better 
parts” of Finsider into a new, sound firm called Ilva. This 
has not taken place as arranged, so Brussels wanted subsidies 
that had been paid out to be transferred back into the state 
treasury. Typically, however, the Italians averted the Brus- 
sels decision with the promise of a further plan for restruc- 
turing. 


According to all rules of commercial accounting, Italy's 
state-owned company is bankrupt many times over. In 1989 
Finsider’s debt exceeded its annual sales. Keeping Ilva alive 
requires blatant distortions of competition in the borderless 
internal market. The steel industry is not profitable in any 
member country at this time. In view of the financial 
situation of the Italians, closing down the Krupp steel plant 
in Rheinhausen, which in comparison is still highly profit- 
able, presents itself in a totally different light. 


Based upon developments since the last steel crisis in the 
early eighties it seems reasonable to assume that subsi- 
dies to the steel industry have gotten out of hand, not in 
spite of the fact that Brussels controls them, but rather 
because it does, since the controlling authority of the EC 
takes for granted that subsidies are legally permissible. In 
1980 the member states convinced the Community to 
bend Article 4 of the ECSC Treaty which prohibits 
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subsidies “in any form.” At the end of the contract treaty 
they found a paragraph that provided for unforeseen 
circumstances (Article 95), which was then used to put 
the stamp of approval on the flood of subsidies and to 
completely revolutionize the internal steel market. This 
paragraph became the legal basis for a “subsidies code” 
which allows research and environmental protection 
subsidies, closure premiums, as well as additional subsi- 
dies for Portugal, Greece, and eastern Germany to be 
approved. This code is intended to guarantee that, in 
addition to the EC keeping a tight reign on the subsidy 
practices of the national governments, each individual 
member state can prevent subsidies in the other states. 
The Commission negotiates the conditions for awarding 
subsidies with the governments. The Council of Minis- 
ters in Brussels must then approve them unanimously. 


Technically, then, the Bonn economics minister could 
prevent any subsidy that he thought would distort com- 
petition. De facto, however, he cannot do this because in 
the end the petitioning government will not accept a 
“no” from Brussels. This explains why during the last 
decade alone, despite the thoroughly healthy economy, 
no less than DM§84 billion in subsidies flowed into the 
European steel industry, DM30.6 billion to the Italians. 
With this money, capacities were reduced by 37 million 
tons in the EC, but by only 8.4 million in Italy. France 
spent DM18.2 billion on subsidies and cut out 6.1 
million tons, Germany spent DM7.6 billion and cut out 
6.7 million tons, and Great Britain spent DM1 1.3 billion 
and cut out 5.4 million tons. 


America has demonstrated how rapidly subsidies lead to 
a lowering of barriers to trade and a loss of export 
markets. The EC itself accuses Eastern Europe of doing 
the very thing that America accuses the EC of doing. So 
the question remains as to how long the internal market 
wil’ ‘vid on to its own subsidies. 


EC Opts For U.S.-Developed HDTV System 


BR1903134493 Antwerp DE FINANCIEEL- 
EKONOMISCHE TIJD in Dutch 12 Mar 93 p 10 


[Article by “P.L.”: “EC Commission Finally Opts for 
Digital High-Definition Television—European HD-Mac 
Standard No Longer Only One Possible™} 


[Text] Brussels (TIJD}—The European Commission 
officially stated yesterday that the European standards 
for the development of high-definition television 
(HDTV) were no longer the only ones possible. The 
Commission firmly opted for the HDTV system devel- 
oped in the United States, thus hoping to break down 
British resistance to a European HDTV program. 


When it became apparent that Denmark, the current 
president of the EC Council of Ministers, had also opted 
for the digital solution, EC Commissioner Martin Bange- 
mann [industrial affairs, information and telecommuni- 
cations technology] and Joao Pinheiro [EC commis- 
sioner for culture and audiovisual affairs] yesterday 
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spoke in no uncertain terms. In a joint statement they 
declared their solidarity with the Danish efforts to reach 
a compromise within the Council of Ministers on the 
development of HDTV. This compromise was off limits 
in recent months because of British resistance to the EC's 
existing HDTV action plan. which aims to develop 
wide-screen twievision (format 16:9) on the basis of a 
European standard: HD-Mac. with the D2-Mac as an 
interim standard. The nondigital standards were rejected 
by the British, who see more promise in the digital 
standard on which work has been done in the United 
States. 


Both the Danish Government and the EC Commission 
have therefore drawn the British card. In a letter 
addressed to all EC countries, Helge Israelsen, the CEO 
of the Danish PTT [telecommunications authority], 
warned of chaos in the eveat of failure to choose the 
digital standards. He proposed that the ECU [European 
currency unit} 500 million earmarked for the EC action 
plan be used to produce HDTV programs. The EC 
directive on HDTV must be adapted to permit various 
technologies to broadcast HDTV programs, and a single 
digital standard or a family of such standards has to be 
developed. 

Wide Screen 

While the EC action plan is armed at developing both 
broadband television (16:9 format) and the European 
HDTV standard, the EC Commission is now letting the 
HD-Mac standard go. The race 1s now on to develop 
wide-screen television. The transmission method, tech- 
nology, or standard are no longer important. The very 
first task is to develop good wide-screen appliances and 
produce HDTV programs. Should the standards have io 
be modified later on, only the decoder in the wide-screen 
appliance will have to be replaced. 


According to Juan Majo. the Commission's HDTV spe- 
cialist, the work done up to now in developing the 
HD-Mac standard will not have been for nothing. 
because 80 percent of it will prove useful for any other 
Strategy, including the digital one. Incidentally. every- 
thing in the HD-Mac is digital. except the transmission 
system. There were protests this week from the Belgian 
HDTV lobby at the abandonment of the European 
standard. 


Justifying their change of tack. Bangemann and Pinheiro 
stated that the digital technology is already playing a 
major role in the television sector. The same applies to 
digital transmission technologies. After all, in this way 
both terrestrial broadcasts and satellite or cable broad- 
casts are possible. The analog HD-Mac and D2-Mac 
standards are incompatible with terrestrial broadcasts. 


Although cooperation on transmission with third coun- 
tries will be encouraged, this does not yet mean that a 
single worldwide standard will have to be selected. In 
other words, we can stick with various standards, which 
will increasingly incorporate more common elements. 
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Mock Sees ‘Better Chances’ for Yeltsin’s Survival 


AU 2603 103093 Vienna NEWS in German 25 Mar 93 
pil4 


[Interview with Foreign Minister Alois Mock by uniden- 
tified correspondent; place and date not given: “If 
Yeltsin Falls, Russia Will Plunge Into Chaos”’] 


[Text] [NEWS] Mr. Mock, your trip to Moscow on 
Friday [26 March] will be the first by a Western politi- 
cian after the dramatic power struggle between Yeltsin 
and the Congress of People’s Deputies. What is the aim 
of your visit? 


[Mock] It is a working visit that has been planned for a 
long time. We will open an Austrian library, an exhibi- 
tion, and institutes. On Friday I will attend a dinner with 
Foreign Minister Kozyrev. I hope I will be briefed on 
details of the current situation in Russia. 


[NEWS] How do you see Boris Yeltsin's future? 


[Mock] Every day that he is not toppled makes Yeltsin 
stronger at the moment. A few days ago, I did not really 
believe in his survival. Today I think that he has better 
chances in this power struggle because even many of his 
critics in the Congress of People’s Deputies hesitate to 
remove him from power because they do not really know 
what would come after Yeltsin: A civil war? A new 
dictatorship by the old communists and Stalinists? | 
believe that Yeltsin will ultimately retain the upper hand 
because he is the only alternative at the moment. 


[NEWS] What do you consider Russia's biggest problems? 


[Mock] Clearly the economic chaos and disastrous living 
standard revulting therefrom. For most Russians, 
democracy simply means a highe: —that is, a Western— 
living standard. As a matter of fact, this is wrong but 
understandable from a human viewpoint. The West 
must now take the initiative. I expect specific and 
comprehensive Western aid offers from the Clinton- 
Yeltsin summit next week. 


{NEWS} What will happen if Yelisin should fall after all? 


[Mock] Then Russia will plunge into chaos. The alterna- 
tive will either be civil war or a new form of communist 
dictatorship that will lead to a new cold war and new 
East-West tensions. If that should happen, then the 
situation would be much more dramatic than events in 
former Yugoslavia. A country would plunge into chaos 
that possesses nuclear weapons, a huge army, and mil- 
lions of people... 


Mock Says Bosnian Peace Still ‘Long Way Off 


Al’2503224493 Vienna ORF Television Network 
in German 2104 GMT 25 Mar 93 


[Studio interview with Foreign Minister Alois Mock by 
Elmar Oberhauser—live] 
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[Text] [Oberhauser] | now welcome Foreign Minister 
Alois Mock to the studio. Good evening. 


[Mock] Good evening. 


[Oberhauser] Dr. Mock, what importance to you attach 
to the signing [of the Bosnian peace plan]. Is this just 
tactical, or is there really substance to 11? 


[Mock] I think that one has to see things very realisti- 
cally. In the past few years, above all in the past 12 
months, a lot of papers have been signed. Above all, one 
must know that the most important party from the point 
of view of military combat effectiveness, that is, the 
Serbian party, has not yet signed the documents. [Presi- 
dent of the Serbian Republic of Bosnia-Herzegovina] 
Karadzic still refused to sign them and stated that they 
are unacceptable. 


I would say that, regarding tactics, there is a certain 
amount of hope, no more. 


{Oberhauser] In what respect? What 1s the hope? 


[Mock] That the Americans, together with the Russians, 
will succeed in forcing Karadzic to sign the plan, with 
this leading to the establishment of a military protec- 
torate where under Security Council authority. troops 
that are able to administer and to lead the country will go 
to Serbia and Bosnia-Herzegovina. It would be an illu- 
sion to believe that after so much hatred, so many 
deaths, and so many contrasts, a single new government 
would be able to lead this country. The fact that one talks 
again and again of a division into 10 provinces is 
revealing. That reflects the whole importance of the 
three-to-three-to-three government. 


Once again, any stabilization would be welcomed. | 
think however, that we have to view it very soberly and 
realistically. It has to be feared that we will have to deal 
with this problem for years. 


{Oberhauser] Could the tactics also be that the United 
Nations and above all the United States now realize, 
because of the signatures of the Croats and Bosnians, 
that the buck has, so to speak, been passed to the other 
side or that more has to be done now? Or would you 
{words indistinct] 


[Mock] With the two signatures, it is, so to speak, 
intended to put pressure on the Serbs, so that they will 
also sign the plan. When it has been signed, there will be 
a formal state of peace—a formal, not a real one, so that 
this will be taken as an occasion for a coercive UN 
measure and the dispatch of these 50,000 UN troops. 


{Oberhauser] Let us perhaps think a little of the people 
who are not in New York and not putting their signatures 
that are more or less useful to it there. Independent of the 
first diplomatic attempts in the United Nations’ shadow, 
the drama in Bosnia is continuing. Apparently, Srebe- 
nica is about to be conquered by the Serbs and 60,000 
people there are preparing for their escape. The United 
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Nations has once again closed the shutters and post- 
poned the decision on the military enforcement of the 
Bosnian flight ban for one week. When I prepared this 
interview, it occurred to me that have I asked you this 
question very often over the past few years, but must it 
not be said again and again? Have not everyone, the 
United Nations and the West, lost face? One could 
perhaps express it more severely. 


[Mock] Yes. There 1s no doubt that the credibility of the 
various security mechanisms, for example. the Security 
Council, but also the CSCE, has lost weight and prestige. 
that the ideas about values, which are quoted again and 
again, that 1s, that a country’s mght to independence is 
respected in case of a democratic decision, are no longer 
believed today. Therefore, | think that even at the present 
stage one must see things very realistically. know that peace 
is still a long way off, and that, even if a political agreement 
has been reached, one needs the means to really push the 
political agreement through. Here we come back again to the 
question of what the Security Council is able to do: 50,000 
troops have been suggested. Only then will there be a chance 
for an armistice. After many years there will be a chance for 
peace. 


Report Links Abu Nidal Group to WTC Bombing 
AU2603112693 Vienna NEWS in German 26 Mar 93 
p 46-47 


[Tino Teller report: “Track Leads to Vienna”) 


[Excerpt] Two weeks ago the Austrian state police were 
absolutely flabbergasted. An antiterrorism specialist 
from the German Federal Intelligence Service (BND) 
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presented specific suspicions to the Austrian state police 
according to which the wire-pullers behind the bomb 
attack on the World Trade Center [WTC] might have 
sull been in Vienna on 26 February. As a result, the head 
of the state police, Oswald Kessler, called alert stage I 
and imposed a complete news ban. However, = senior 
state police office confirmed the hectic investigations to 
NEWS: “We still have no proof, but circumstantial 
evidence 1s becoming increasingly conclusive.” 


The state police are currently examining a mysterious 
account with a large Vienna bank where 57 million 
schillings have been deposited for at least four years. 
According to various secret services, the money belongs 
to the super terrorist Sabri al-Banna. also known as Abu 
Nidal, who 1s wanted worldwide. As has become known, 
Abu Nidal aides bought a whole series of 150 telephone 
pagers in Switzerland at the end of 1992 and paid for 
them from the Vienna account. With this type of pager. 
the devastating bomb was allegedly ignited in the car 
park in the World Trade Center—through a simple call 
from a telephone booth. 


If that is true, Abu Nidal would once again have made 
Vienna the center of the international terrorism network. 
As a matter of fact. he established his European opera- 
tion basis on the Danube in the middle of the 1980's with 
the knowledge of the Austrian authorities. 


In April 1991 NEWS reporter Tino Teller discovered for 
the first time traces of the secret Vienna-based Abu 
Nidal branch, exposing an unofficial agreement between 
the state police and terrorist leader Abu Nidal, according 
to which in 1986 the Interior Ministry allowed him to 
install a personal “ambassador” in Vienna. In return, the 
terrorist promised not to carry out terrorist attacks in 
Austria. [passage omitted] 
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Belgium 


Dehaene Speaks Out on “Climate of Economic Crisis’ 
Y3ENO2D584 Brussels LE SOIR in French 6-7 Mar 93 
pd 


[Interview with Prime Minister Jean-Luc Dehaene by 
Luc Delfosse. Martine Dubuisson, Thierry Evens. and 
Jean-Pierre Stroobants, place and date not given: 
“Dehaene Year One: Punch and Frustration™] 


[Text] The government is one vear old. The prime min- 
ister wants time to succeed and believes that the record of 
his first vear is full of vitality and promise. 


On 7 March 1992. Jean-Luc Dehaene’s team was sworn 
in. On 9 March. the government's statement was read in 
Parlirament. 


Born under difficult circumstances and headed by 
someone who appeared least suited to manage the 
impossible, the Social-Christian coalition has lived a 
year of tensions. It has nevertheless remained close-knit, 
to date. Essentially owing to Jean-Luc Dehaene? That is 
the general feeling. But what is the prime minister's view 
of himself after one year at “167” 


{[Dehaene] | try to be a prime mover and the head of a 
team that has the advantage of being small. I try as much 
as possible to let the ministers do their job and ours. Our 
team has specific goals: reform of the state: tidying up of 
the nation’s finances; meeting the new needs of our 
society. We manage quite well without heaping effort on 
one aspect to the detriment of another. 


We are having to work, however, in quite an unfavorable 
climate. Manifesting itself throughout Europe is a dis- 
trust of, indeed an aversion toward, the political. 


| am well aware that | share unpopularity with all the 
European heads of government. 


There is, in addition, a climate of economic crisis that 
renders our objectives, particularly that of the tidying up 
of our public finances, very difficult to pursue. It brings 
the problem of unemployment to stage center. 


[LE SOIR] Aren't the constraints very numerous? 


[Dehaene] We cannot hope to obtain results unless we are 
given the time. We shall undoubtedly be able to complete 
the reform of the state before the vacation period. As for the 
public finance and employment problems, everything we 
are able to do will require diligent effort on the part of all. 
The results will be visible only in the long term. This is 
certainly true for the new demands on the part of the 
citizenry, namely, reforms in the areas of social security, 
immigration policy. the judiciary apparatus, social policy, 
and the environment. Reforms in these areas require prep- 
arations on a vast scale and must be debated in Parliament. 
The process 1s slow, and the citizen does not really believe in 
the importance of a measure unless it enters directly into his 
or her field of action. 
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{LE SOIR] Do you continue to criticize the ambient 
egoism. the tendency toward “cocooning”” 


[Dehaene] The mood of the times 1s pursuit of imme- 
diate results. oblivious to the constraints of decision- 
making. The gains of the welfare society are forgotten. 
The tendency is to feel that one 1s doing nothing about 
the “real problems.” A certain political stability is 
needed. therefore, in order to attain results. 


{LE SOIR] It certainly cannot be said that you started out 
under the best of conditions. The majority was. to some 
extent. formed “because of the urgent need of one.” And 
since then, its unpopularity appears to have grown... 


{[Dehaene] I am aware of that. But I believe that in relation 
to the expectations of the Belgians, we have accomplished 
more in one year than was thought possible. | remember 
some of the speeches during the CVP [Christian Social Party 
(Flemish)] congress. More than half the attendees absolutely 
did not believe that we would obtain an agreement on the 
reform of the state and a two-thirds vote. It 1s frustrating. 
People take no note of the fact that very few governments 
have pul as many reforms on the rails relative to the new 
problems of society. We have drafted general policy mem- 
orandums on the reform of the Armed Forces, public-sector 
enterprises, the structure of the administration, the policy of 
solidarity, male-female equality, security of the citizen, 
alternative penalties. immigration, and so on. Concrete 
memorandums and measures whose implementation we 
track. 


We have also made an effort to explain al! of this to the 
citizens. 


{LE SOIR] Yet your communication is not working very 
well. Who is to blame? 


[Dehaene] These decisions affect everyone, but initially 
they are relatively abstract. It will be two or three years, 
perhaps, before they become concrete realities. 


[LE SOIR] Since the 1980's, regional development has 
flourished. But during a period of crisis, the regions tend 
to become mutual antagonists. How can these conflicts 
be resolved? 


[Dehaene] In all crises, there are those who believe that 
the solution lies in withdrawing within themselves. At 
the European level, for example, the solution of the crisis 
does not consist of bringing our monetary union objec- 
tive into question again. but, on the contrary, of bringing 
this union into being, indeed more speedily if possible. It 
is during periods of crisis that mechanisms are needed 
for resolving problems jointly. Similarly, in Belgium, 
though I am a proponent of greater autonomy of the 
regions and communities—because they fulfill a need to 
respect individual identities and characteristics—-I am 
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convinced that their autonomy must evolve within a 
framework of unity. The existence of a federal authority 
1s essential to their being able to live their diversity. 


[LE SOIR] Luc Van den Brande speaks of federalism... 


[Dehaene] It is an illusion to think that Flanders can pull 
through on its own. On the other hand, “Viaanderen 
2002.” which would utilize newly attained autonomy to 
give Flanders a plan. within a broader federal frame- 
work, 1s something that each region should try to emu- 
late. 


[LE SOIR] But Luc Van den Brande no longer speaks of 
Belgium or of solidarity. 


[Dehaene] I don’t believe so. Solidarity is an essential 
element of all federal structures, whether Belgian or 
European. But that solidarity must be transparent and 
based on objective elements. That is what we are trying 
to achieve, within the Belgian framework as well as the 


European. 


[LE SOIR] Van den Brande speaks of interpersonal 
solidarity... 


{[Dehaene] I have always said that social security is 
basically an interpersonal solidarity financed by personal 
contributions,...and it is a mistake to make an interre- 
gional solidarity of it. That can only lead to an impasse. 
Besides, interregional solidarity is built into the funding 
system. 


[LE SOIR] In project 2002, Van den Brande goes further. 
He speaks of regionalizing social security and of different 
policies. 


[Dehaene] I also read texts on the French-speaking side 
that go much further than what is written into current 
agreements. 


[LE SOIR] Have you read texts by the Walloon executive 
that go further than the Saint-Michel? 


[Dehaene] I read in the texts of different parties that, 
with respect to powers and to relations with the minor- 
ities of the other community, there are plans to go 
further. What interests me is implementation of the 
current agreements. We are building structures that are 
essential to the state. But I have never said that this 1s the 
final phase. I believe in the dynamic of institutions. The 
structures must adapt, if only to European develop- 
ments. But they must also be given time to stabilize, to 
function, instead of modifying them every two years. On 
the other hand, it is unrealistic to say: “That is it. The job 
is done, once and for all.” 


[LE SOIR] Do you agree with Luc Van den Brande’s 
definition of “confederalisme” [confederacy]? 


[Dehaene] I believe the definition he g'ves is not very 
scientific. Words.... One must not get too carried away 
by labels. I say: Today, we are in the process of taking a 
very important step toward achieving a real federal 
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structure. Let us make it work. Each region can develop 
its own dynamic. And it will be necessary to press for the 
organizing of joint approaches to and positions on mat- 
ters, and of cooperative undertakings, between the state 
and the regions and communities. 


[LE SOIR] Are the Francophones mistaken in deeming 
Van den Brande’s discourse to be nationalistic? 


{[Dehaene] Yes. It partakes of a Belgian and European 
framework to provide a plan for Flanders. It is not a 
declaration against an enemy. The Belgian level will 
always be the framework that will integrate the two 


regions. 


[LE SOIR] In your view, what is the glue that still unites 
the Flemish and the Francophones? 


{Dehaene] Their interest. 
{LE SOIR] What interest? 


{[Dehaene] At the Belgian and European level, well-being 
and cultural development are dependent upon integra- 
tion within a broader framework. The regions must be 
able to play their own cards, and develop their own 
identities. But that will be possible and viable only if 
they are integrated into a broader framework. 


[LE SOIR} Does Flanders have an economic interest in 
remaining within this framework, or, as some hold, in 
breaking away” 


{[Dehaene] I believe that the current debate on the 
“verankening,” the anchorage of the Flemish econo ny 
in Flanders, tends, on the contrary, to create moorings... 
But let’s not play on words. The creation of the single 
market will compel integration, not withdrawal within 
oneself. 


{LE SOIR] Is interest the only bond that still unites the 
Belgians? 


{Dehaene] No. Just as a Frisian retains his or her identity 
as such in the Netherlands, a Scotsman in Great Britain, 
each and every Belgian must retain his or her identity 
with their region, whether as a Belgian or a European. 
Europe's vitality is its diversity. All it needs do to retain 
its vitality is ensure that its diversity does not lead to 
divisions. What concerns me is seeing trends everywhere 
toward diversity that will lead to ravaging nationalisms 
if European unity does not assert itself. 


[LE SOIR] Which discourse is the more popular within 
the CVP, yours or Van den Brande’s? 


{[Dehaene] There are shades of difference in all parties. 
Don’t look for them only in the CVP. 


{LE SOIR] Who is the CVP’s present leader? 
{[Dehaene] We are not a tribe. We have by-laws. 


[LE SOIR] Van den Brande cites the Czechoslovak 
example as a model.... 
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{[Dehaene] It would be a mistaken model for Belgium. 
Ours must be that of a state that gives more autonomy to 
its Communities and regions, within a federal and Euro- 
pean framework. 


{LE SOIR] The principal millstone around your admin- 
istration’s neck is the state of our public finances. The 
general impression is that, in this regard, you are spin- 
ning your wheels... 


[Dehaene] Despite appearances, we have taken matters 
in hand. With measures that are not popular. But we 
have surmounted the sizable handicap of the rise in 
interest rates and the spectacular drop in economic 
growth. In six months, in different countries, growth 
rates have plummeted by more than half. And the 
number of unemployed is skyrocketing. For a certain 
period of time, the central objective was getting the 
economy back on track, and the other indicators were 
showing signs of improvement. Today, employment 
policy must take the leading position among our worries. 
Contrary to our situation in the 1980's, there is little or 
no margin in the budget. It is a gigantic challenge, and 
what is more, we are dependent upon the situation 
beyond our borders. On the more positive side of things: 
While during the 1980's Belgium was comatose, this 
time around we are not more affected than the others. 
On the contrary! 


{LE SOIR] Can the situation be cleaned up with the 
Socialists? 


[Dehaene] During this first year, we have pursued a 
serious rehabilitation policy. But because of the eco- 
nomic situation, we must continue this rehabilitation 
effort and attain the objectives of the cor. vergence pian. 


{LE SOIR] With government expenditures totaling 
nearly 900 billion, aside from the public debt, can we 
actually afford an outlay of 70 billion? 


[Dehaene] That is the challenge. 


[LE SOIR] Can we continue along that line without 
affecting employment? 


[Dehaene] I am not convinced that restoring our public 
finances to a healthy condition will adversely affect 
employment as such. But we must not further burden the 
current situation with additional debt. That said, I do 
not believe we have a great deal of margin. We can no 
longer afford sizable outlays by organizing a redistribu- 
tion of part of the available work with the budget bearing 
the cost, as in the past. I am considering massive use of 
an approach based on early retirements, part-time 
employment combined with unemployment benefits, 
etc. There will be debate. And two challenges: On the one 
hand, maintenance of the competitive position and 
profitability of the enterprises, and on the other hand a 
search for work redistribution formulas that, one way or 
another, can go hand-in-hand with some form of redis- 
tribution of income. 
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We must also have the lucidity of vision to consider the 
creation of new productive ventures, for example in 
Eastern Europe. 


[LE SOIR] Doesn't this approach resemble working with 
groups on the taxing of business enterprises, employ- 
ment, and social security, as you are actually doing at 
present? 


[Dehaene] I do not believe in rehabilitation based on 
consensus. Some testing of ideas is important, as is also 
agreement on approaches; but in the end, the responsi- 
bility must be a political one. 


{LE SOIR] Even at the price of a conflict with the labor 
unions? 


[Dehaene] I have no illusions in this regard. What needs 
to be done will not be done in a climate of general 
consensus. 


[LE SOIR] You have tied the 1993 and 1994 budgets 
together. Is this a political attempt to solidify the 
majority? 


[Dehaene] Every government worthy of its name must 
aim, plan, and implement its policy as a function of a 
complete term of office. The idea that we should base the 
continuity of government on fear of the voters is non- 
sense. The objective should not be to keep rushing back 
to the voting booths. To govern on the basis of interme- 
diate results is to accomplish nothing. I therefore find 
important the part of the reform of the state that we 
voted last Tuesday in the Chamber of Deputies: a small 
team of ministers who are no longer members of Parlia- 
ment, with rules oriented to stability. Although this 
makes for less theater and fewer polemics in Parliament, 
I find it every bit as important as the rest of the reform. 
As for the budget, it is more intelligent to build one based 
on structural measures that will produce lasting results 
than one confined to the 1993 fiscal year packed with all 
the dodges and tricks of the trade. 


{LE SOIR] Do you still favor the indexing method [saut 
d’index], some special powers? 


[Dehaene] There is every reason to pursue the tidying up 
of our public finances. And the techniques used must be 
adapted to current circumstances. 


{LE SOIR] In your speeches, Europe is presented as a 
miracle solution? Yet it is not in great shape.... 


[Dehaene] Unification is indispensable. Should we fail 
on the road to Maastricht, | would have some concerns. 
Eastern Europe is being ravaged by certain demons. Let 
us not create a uniform Europe, American style. Let us 
integrate identities. 


[LE SOIR] Will you center your conduct of the next 
Belgian administration on the theme of European unifi- 
cation? 
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[Dehaene] I hope that it will be possible for us to work 
toward implementation of the Maastricht treaty, 
approved by all. I hope, therefore, that we will no’ come 
up with one or two countries that have not ratified the 
treaty. One of our problems would then be to find a 
solution that would not hold up unification. Or that 
could even hasten it. 


[LE SOIR] In Beigium, only those parties that have renewed 
themselves and those that do not aspire to be in the 
government are scoring points. Does this not indicate a 
desire on the part of the citizens for a political upheaval? 


[Dehaene} Around 1985, Karef Van Miert’s SP [Socialist 
Party (Flemish)] was leading the CVP in the polls. It 
never realized that lead in the voting. But I notice a basic 
trend: The rise of “virgin” parties, bearers of ideas that 
have never been tested, bearers of a different “image.” I 
notice also the rise of abstentionism. The VLD [Flemish 
Liberal Democrats] is trying to live up to these tenden- 
cies: Verhotstadt would almost say that it does not 
engage in politics! 


The structural bonds between the citizens and the parties 
are loosening. Positions are taken more freely, and the 
decision at the moment of voting is taken a la carte. That 
makes politics more difficult and leads some to plead the 
cause for conducting politics “live,” in direct contact with 
the citizen. This, in turn, would lead to an impasse. The 
challenge for the parties and intermediary groups is to renew 
the contact. Values must be brought to the fore. The citizen 
demands politicians who administer and find solutions to 
problems. This requires time and stability. 


[LE SOIR] You have frequently drawn a parallel 
between the situation of Bruges’s FC and yours. That 
does not go down very well at the Club.... 


{[Dehaene] There are highs and lows. 
[LE SOIR] Should the coach be changed? 


{[Dehaene] The leaders have had the wisdom to prolong 
his contract and bank on continuity.... The Club and I 
are traversing a difficult moment. It is during these 
moments that one must grit one’s teeth and carry on. 


Netherlands 


Article Notes Visit by Herzog, Ties With Israel 


93EN0240A Rotterdam NRC HANDELSBLAD 
in Duich 1 Mar 93 p 8 


[Article by Rob Meines: “Visit by Herzog Makes Rela- 
tions With Israel Truly Normal”) 


[Text] The Hague, | Mar—The last important official 
act by Israeli President Chaim Herzog, who leaves office 
in three weeks, is a visit to the Netherlands that begins 
today. That is not surprising. Relations between the 
Netherlands and Israel have been very close for a long 
time now. For Israel, relations with the Netherlands are 
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probably the “most normal” Israel has with any country. 
Its ties to the United States are more important, but 
those with the Netherlands are on a more equal footing. 


This normal state of Dutch-Israeli relations is something 
that has just come about in recent years. For a long time 
the contradictory situation prevailed that while Israel, to 
be sure, could do no wrong in Dutch eyes, at the same 
time matters of diplomacy and trade were handled 
extremely gingerly—primarily not to alienate the Arab 
countries that were constantly threatening boycotts. 
Thus, a Dutch head of state has never paid a visit to 
Israel—not even a working visit—and it was not until 
1988 that a Dutch prime minister (Lubbers) paid an 
official visit to the Jewish state for the first time. 


Queen Juliana would very much have liked to go to Israel, 
but it was not until 1986—when she was no longer the head 
of state—that she was able to do so. Her successor, Queen 
Beatrix, already more than 10 years in office, has been to 
Israel only as a crown princess. Den Uy! visited he country 
only once briefly when he was there on a visit in the capacity 
of a private person. Prime Minister Drees was invited to pay 
an official visit in 1958, but he did not go until 1960, when 
he was an ordinary citizen. Herzog is the first Israeli 
president to pay an official visit to the Netherlands. He was 
here very briefly in 1984, but that was unofficially, on the 
occasion of the 40th anniversary of the liberation of 
Nijmegen-—the city he helped retake from the Germans as a 
British officer. 


In the area of trade, the same reserve exists. Whereas the 
Japanese, not worrying about possible Arab sanctions, 
are meanwhile directing their automobile exports to the 
Middle East through Israel, and the British, French, and 
Italians are launching high-tech projects in Israel, the 
Netherlands is still lagging somewhat timidly behind. In 
the other direction, things are different: The Netherlands 
is the fourth-largest recipient country of Israel's exports. 
Israel will soon open its first European trade center in 
Rotterdam, which is the largest Israeli port outside 
Israel. Moreover, Schiphol is the largest Israeli airport 
outside Israel, and Israel funnels its fruits and flowers to 
the world almost entirely via the Netherlands. The 
Dutch ambassador to Israel has been warning for some 
time now that the Netherlands must act more vigorously 
in the country that could become an “economic tiger” on 
the Mediterranean Sea and that has been showing growth 
rates of from 6 to 7 percent per year in recent times. 


Only since the Gulf war have relations between both 
countries become truly normal. Sending Dutch Patriot 
Missile batteries in early 1991 was the turning point: 
Only the Americans went that far. With the dispatching 
of the Patriots and accompanying military personne! the 
Netherlands left no doubt in the minds of the Arab world 
as to where its heart lay. 
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Now, two years later. relations have become so normal 
that the Netherlands can go ahead and express severe 
criticism of Israel—in regard to the deportation of 400 
Palestinians, for example—without its resulting in 
serious irritation on the part of the Israelis, who are 
extremely sensitive on that score. The very active Israel: 
ambassador in The Hague, Michael Bavli, sometimes 
confronts his fellow-countrymen who certainly are dis- 
turbed by it with the following proposition: “We have 
strived for 2,000 years to be regarded as normal; criti- 
cism is a part of that.” 


President Herzog, who is 74 years old, has devoted a 
large part of his life to the struggle for a normal position 
for Israel in the world. In the process, he has always 
opposed what he has called the “obsession” of the 
Western media and the United Nations with Israel. As 
Israeli ambassador to the UN in New York in 1975, he 
demonstratively—and in front of many cameras— 
ripped to shreds the resojution equating Zionism with 
racism. He regularly accused the press of ignoring tens of 
thousands of deaths in the Iran-Iraq War while every 
stone thrown on the West Bank wound up on the front 
pages every day. Moreover, he sometimes spoke in an 
irritated manner about the—in his opinion—excessive 
number of Dutch correspondents in his country. 


The fact that there is not even the smallest conflict with 
the Netherlands is indeed evident from the almost 
entirely ceremonial agenda for the presidential visit— 
which will proceed from lunch to wreath-laying to recep- 
tion. The director of the Center for Information and 
Documentation on Israel, Dr. R.N. Nafianiel, wrote last 
week in his Israel Newsletter that only with Herzog’s 
State visit “will the diplomatic relations between the 
Netherlands and Israel be brought into equilibrium with 
the feelings of friendship that exist between both peoples 
and governments.” 


Report Views ‘Shock’ of National ‘Economic 
Decline’ 


93EN0237A Hamburg DIE WELT in German 
1 Mar 93 p 14 


[Article by Helmut Hetzel: “There Is Not Much Left of 
‘Hollands Glorie’: Shock of Economic Decline Is Deep- 
Rooted—Call for State Industrial Policy Becoming Ever 
Louder”) 


[Text] The Hague—Van Doorne’s Automoble Factory 
[DAF] insolvent, Philips in a permanent slump, Fokker 
sold to the Germans, KLM [Royal Dutch Airlines] with 
losses in the hundreds of millions, Hoogovens [steel 
firm] trapped by the steel crisis. For many Dutchmen 
these days, news on the economic front is like news from 
a horror film. When will it finally stop? How can it go 
further? That is the question that is being asked up and 
down the countryside, because what is happening to the 
economy in the Netherlands is not just the effects of a 
recession. It is more. It is, most feel, the shadows of an 
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economic crisis thal are gnawing on the national self- 
image to attack “Hollands Glone,” its national pride. 


For though the Netherlands 1s geographically, compara- 
tively speaking, 2 rather small country, in at least two 
areas the Dutch feel they are still a major power—in 
soccer and as an industrial and trading nat‘on. 


In the final analysis, it was the Dutch who built what is 
by far Europe's largest tirm and one of the largest firms 
in the world: the Royal Dutch Shell Group, with sales of 
circa 190 billion guilders [G] (apprc ximately 170 billion 
German marks). And finally, it was they, or more 
exactly, the Philips engineers who, ii the past, made such 
pathfinding inventions as the video cassette, the music 
cassette, the compact disc, or the interactive CD. 


To be sure, some exemplary firms, like the Dutch-British 
consumer products firm Unilever, may be counted on 
for increased profits, even in the recession, and the oil 
multinational, Royal Dutch/Shell, has not had to send 
Out any crisis bulletins, apart from its horrendous cur- 
rency trading losses in Japan. And the agrarian and floral 
exports continue to flourish as they always have. In other 
respects, however, it looks bleak in the Netherlands 
industrial landscape. Even the raedium-sized firms that 
once flourished, such as the copy machine manufacturer 
Oce van der Grinten, or the machine-builder Stork, are 
now reporting sharp declines in profits. 


The crisis is, quite simply, making itself felt all over, 
among big and small firms alike. 


No wonder, then, that the sale of the Fokker aircraft works 
to the Daimler-Benz subsidiary German Aerospace AG 
(DASA) in Munich created such a whirlwind and continues 
to create one. That had to do not only with the sometimes 
undiplomatic demeanor of the Bavarians; it also had to do 
with the fact that the people were divesting themselves of 
one of the “pearls of our industry,” as the Amsterdam 
TELEGRAAF once phrased it. Again and again, there was 
talk of “selling out our industry.” 


The shock of the economic decline is deep-seated. The 
anxiety that the Netherlands could decline to a “second- 
rate” industrial nation, or even to a service industry center, 
is deep-seated. But it really hit home when DAF, the utility 
vehicle manufacturer, became insolvent, and was on the 
brink of bankruptcy. The fact that DAF’s core activities, the 
construction of heavy-duty trucks, could be saved after 
lengthy deliberations, is but a small comfort, because every 
Dutchman knows: over the long haul, DAF must seek out a 
strong partner, just as Fokker has done. 


People seem to have grown accustomed to permanent 
crisis Management with the other major industrial and 
technological standard-bearer, Philips Elect. onics N.V. 
The bad news that has been coming on a regular basis out 
of Eindhoven from Philips for the last two years has 
currently been overshadowed by the DAF disaster, also 
from Eindhoven. 





FBIS-WEU-93-057 
26 March 1993 


But crises are challenges, as the Flemish industrialist 
Andre Leysen formulates it. That is also well known in 
the Netherlands. 


Since the local industry has been going through a vale of 
tears of declining profits and rising unemployment fig- 
ures, the call for a national industrial policy has grown 
louder and louder. Those who steer the economy, who in 
any case confront the market economy and its regulating 
mechanisms of supply and demand with skepticism, are 
letting their thoughts be known in an increasingly vocal 
way. They are calling for governmental assistance, and 
thus taxpayers’ money, for concerns that are in dire 
need. That was a call that was heeded in the case of 
restoring DAF with a financial booster shot of G225 
billion by Koos Andriessen, the economics minister. 


It is a call for an industrial policy that at its core is 
intended to be a policy of subsidization or restoration, 
but one that is, quite certainly, incapable of sustaining a 
majority. “For,” says the caucus chairman of the largest 
governing party, the Christian Democratic Alliance 
[CDA], Eico Brinkmann to DIE WELT, “What are we to 
do with firms that cannot exist in the marketplace?” 


Article Assesses Worsening Philips ‘Crisis’ 


93EN0241A Rotterdam NRC HANDELSbLAD 
in Dutch 5 Mar 93 p 11 


[Article by Michel Kerres: “Even the Philips Crisis Is in 
Crisis” } 

[Text] Eindhoven, 5 Mar—Disaster has not spared a 
single aspect of Philips operations in the past three years. 
The malaise could be found everywhere: in declining 
investments, mounting debt, and the number of 
employees let go. Recently, the trouble has claimed a 
new victim: Even the Philips crisis itself is now in crisis. 
At early reports of calamity, the shareholders held their 
breath and the country rose in alarm: A disaster was 
plaguing Einhoven! 


How different things were yesterday. The announcement 
of between 10,000 and 15,000 new dismissals and a loss 
during the course of 1992 of 900 million guilders fell like 
a brick in a sandbox: thump—nothing more. The stock 
market reacted in a resigned manner because traders had 
foreseen the disaster. No one started up a collection 
campaign as had been conducted for DAF [Van 
Doorne’s Automobile Factory] and no one went on a 
pilgrimage. The alarm bell had sounded all too often at 
Philips and the company’s problems are so enormous 
that they seem .o stifle any private initiative in advance. 


In 1990, when the losses and dismissals were nearly four 
times as large, the company itself—in the person of Jan 
Timmer—still offered something to hold onto in any 
case. At the time, everyone was heartened by the aura of 
the man whose stature seemed ideally suited for the 
occasion, whose shoulders seemed broad enough to bear 
the burden of Philips. In addition to his stature, Timmer 
also brought his rock-solid faith in better times into the 
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fray in those days. His every action was a testament to 
his confidence in the hundreds of thousands of 
employess and in the technological ingenuity of the 
“company.” Restructuring was accompanied by ardent 
argumentation regarding a better, more efficient Philips, 
an organization where exisiting talent would be afforded 
all the necessary freedom for development. 


The spell cast by Jan Timm *r is broken. His presentation 
yesterday was lackluster, and only terse, to-the-point, 
and often defensive statements accompanied the bad 
figures. The characteristic suspenders, always good for a 
cheery joke, remained out of sight. The chic red necktie 
was no match for so much gloom. 


The message that Timmer had to deliver was, in fact, 
particularly bitter. The year that essentially was to have 
developed into a banner year turned out to be a disas- 
terous year. Although the crisis was becoming plainly 
evident as early as the summer, Timmer kept hoping to 
the last that the problems would remain in bounds. 
Perhaps he indeed clung too long to that hope: Even in 
the fourth quarter the market turned out to be worse 
than Philips management had already feared. Ulti- 
mately, the crisis in the consumer electronics market— 
prices declined by 6 percent—was responsible for mon- 
tumental losses. Only a vigorous restructuring—the 
details of which will not be revealed until later—<can stll 
save things. 


The business downturn is of a kind that leaves little 
maneuvering room for a decisive, action-oriented leader. 
Poor managers can be dismissed, lethargic workers can 
be motivated, and antiquated structures can be disman- 
tled, but what can be done about competitors who 
continue to lower prices? If he had his way, Timmer 
would change the rules of capitalism and stop the com- 
petitive merry-go-round for a time. “Common sense 
should take over and then everyone would realize that 
conducting business in this manner makes no sense.” 
Until the market comes to its senses, Timmer can do 
nothing other than participate in the game—even if that 
means that the reduction of surplus production capacity 
on the world market primarily affects Philips. 


To make matters worse, 1992's performance, once pre- 
destined to be the new Philips’ brilliant report card, was 
overshadowed by the old Philips. In 1984, Philips con- 
cluded a most remarkable contract with Grundig. Philips 
assumed a minority interest in the German enterprise 
and stood as guarantor for its losses or profitability. 
Furthermore, the company committed itself to pay 
Grundig successors an annual dividend of 6! million 
guilders in good times and bad ones until the year 2004. 
In 1992, Grundig incurred losses of 484 million guilders. 


Mentally and financially, Philips suffered a stinging blow 
in 1992. The poor balance sheet results are continuing to 
worsen and investment is being cut back by an undis- 
closed but considerable amount. Divisions that are doing 
well (only Lighting) and divisions that are declining only 
gradually are required to carry consumer clectronics in 
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that way. The fact that the banks are not requiring 
additional collateral to finance the new restructuring 
indicates that the company is not yet facing acute sur- 
vival problems. How serious the problem nonetheless 1s, 
is evident from, among other things, the fact that old 
office furniture is not being replaced but is being refur- 
bished, and from the late payments to suppliers. 


For Timmer, there is no other choice than to continue on 
the chosen path and to hope for a rapid turnaround in 
the world economic situation. Above all, however, it is 
Timmer who must solve Philips’ crisis. 


Scania ‘Uneasy’ About Aid to Competitor DAF 


93EN0241C Rotterdam NRC HANDELSBLAD 
in Dutch 3 Mar 93 p 15 


{Unattributed article: “New DAF Alarms Competition” ] 


[Text] Rotterdam, 3 Mar—The establishment of DAF [Van 
Doorn’s Automobile Factory] Trucks NV has been defini- 
tively settled. Meanwhile, competitor Scania has become 
uneasy over the moral and financial support to DAF. The 
new DAF was established yesterday evening after the com- 
mercial court in the Belgian city of Turnhout officially 
declared the bankruptcy of DAF Westerlo. The last difficul- 
ties standing in the way of the establishment of the new 
company were thereby resolved. 


The problem at the Belgian DAF plant, where receivers 
had attached production, led to a work stoppage during 
the course of the afternoon yesterday at the new DAF 
Trucks—"“because of a lack of components,” according 
to the BLHP [Association of Executive and Management 
Personnel] Union. Work had to be halted after 12 trucks 
had been completed because DAF Westerlo supplies the 
cabs and axles. 


An expedited procedures case, in which one of the main 
issues was the question of whether the Belgian portion of 
the old DAF assets had been disposed of for too little 
money, came up for hearing yesterday morning at the 
commercial court in Turnhout. In addition, the Belgian 
receivers wanted a definitive answer to how many 
workers of Belgian nationality had now been hired at the 
new DAF Trucks in Eindhoven. Confusion had arisen 
over the issue of whether only 200 Belgian workers had 
been taken on in Eindhoven instead of 400; a declaration 
was issued at the new DAF Trucks NV, however, that 
emphasized that 400 Belgians were working at the new 
company. Today, the FNV [Dutch Trade Union Feder- 
ation] Industrial Alliance and the BLHP Union will 
receive exact data from DAF regarding the age and 
employment tenure criteria used for selecting and hiring 
the new DAF personnel. The case appeared settled 
yesterday morning but it took until 2200 before DAF 
Westerlo’s bankruptcy was officially declared. Foliowing 
that, DAF Trucks NV could be officially established. 


In Zwolle and Meppel, where DAF Trucks’ competitor 
Scania has a plant, the inevitable uneasiness arose as a 
result of a statement by Zwolle mayor Hermans who 
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pointed out during a lecture sponsored by the VVD 
[People’s Party for Freedom and Democracy] in 
Kampen that all the publicity and government support 
for DAF could lead to unfair competition. He wondered 
in this connection whether Minister of Economic Affairs 
Andriessen would go to bat for them if the jobs of 
Scania’s 3,000 employees were threatened. Scania is 
currently building a new factory in the French city of 
Angers, and Hermans fears that a portion of its produc- 
tion will be transferred abroad in the future. Hermans 
has since toned down his statements somewhat and is 
more or less conforming to the position adopted by 
Scania, which is refraining from making any comment at 
this point. 


Article Details Fokker’s Financing Problems 


93EN0241B Rotterdam NRC HANDELSBLAD 
in Dutch 5 Mar 93 p 15 


[Article by Karel Berkhout: “Fokker Wrestles With the 
Financing of a Meadow Full of Airplanes”} 


[Text] Rotterdam, 5 Mar—The famous images of the 
so-called white tails (white aircraft tails) in the Mojave 
Desert (California) have been reproduced for some 
months now in the grass near Woensdrecht Airfield. The 
same objects that stand on an expansive desert in the 
United States are being stored in the Netherlands in an 
archetypical Dutch meadow: unsold aircraft. 


The big problem of Fokker, the Dutch aircraft manufac- 
turer, is something that has come to be called “financing 
the meadow” among aviation analysts. While sales of the 
Fokker 50 have been plodding for years, sales of the 
showpiece Fokker 100 have also been lagging so far 
behind production for a while now that Fokker recently 
decided to reduce capacity. The result is a series of 
dozens of stationary F-100 aircraft that cost money every 
day in interest debt while waiting for a buyer. In view of 
the present business downturn in aviation—last year 
companies suffered a combined loss of 13 billion guil- 
ders—it could well be some years before buyers show up. 


To ease pressure on its cash flow, Fokker went to the 
National Investment Bank (NIB) early this year with a 
request for a loan of 800 million to | billion guilders. The 
plea for money was motivated by fear that the takeover by 
German Aerospace AG (DASA) would fall through after 
all—a possibility that is still not out of the question. In a 
so-called stand alone or fallback scenario, Fokker must 
manage to make do on its own without DASA for some 
months in any event until another partner has been found. 


Fokker’s concept was to place the growing fleet of “white 
tails” under a separate legal entity that was to be 
financed by NIB money. In that way, the interest burden 
was no longer to have exerted direct pressure on Fokker’s 
operating capital but on that of a subsidiary enterprise 
backed by the NIB. When the market recovered—and 
Boeing announced yesterday that it was already 
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expecting this to happen in the coming months—the 
aircraft could be provided with a painted tail for a buyer. 


The NIB was not willing to implement this scenario and that 
is no wonder. First and foremost, the Fokker aircraft are 
assembled from components manufactured by so-called 
risk-sharing partners. The suppliers are thus co-owners of 
the parked aircraft and there is a serious question whether 
they would be pleased to have their aircraft pledged as 
security to a bank for a loan that would benefit only Fokker 
and not them. Furthermore, the chances are great that if the 
aircraft are sold immediately. the buyers will demand that 
this be done at currently prevailing prices. The “white tails” 
will then immediately become a competitor of the— 
naturally more expensive—F-100 aircraft that are currently 
being produced. 


Under pressure from DASA, Fokker has in fact begun to 
clear out its expensive inventory—in other words, a 
cutback in production which, according to estimates by 
the labor unions, is going to cost between 1,000 and 
3,000 jobs. An additional complication arising in this 
connection is that GPA, the leasing firm that leases 
aircraft to airline companies for other manufacturers in 
addition to Fokker—for Boeing, for example—is experi- 
encing difficulties. The aircraft manufacturers have 
made commitments to take back a number of aircraft 
they have already delivered as a result, among other 
things, of the continued growth of the meadow fleet. 
Fokker, in that case, wants to go ahead and finance the 
aircraft for leasing customers itself, and with that in 
mind is creating a kind of bank of its own. 


In addition to financing the F-100 and its leasing project, 
Fokker also needs money to launch the F-70, which has 
been postponed a number of times. Fokker cannot raise 
money from its own cash flow and thus additional 
capital is needed until the definitive German “yes” in 
early April. How much is needed cannot be determined 
precisely, but based on the calculation that Fokker has 
used up a half billion in bridge loans since October of last 
year, a sum of 200 million guilders appears to be a 
reasonable estimate. 


The assertion earlier this week by H. Vos, a member of 
the Second Chamber, that Fokker needs a rew bridge 
loan, is, in fact, based on solid fundamentals. The 
question is solely one of who is going to stop the 
hemorrhaging of capital. Minister J. Andriessen (Eco- 
nomic Affairs) is not anxious to come forward—all the 
more so because right now there is an important reason 
to sell Fokker since the government does not want to 
support an industry with state funds. There is little else 
for Fokker to do other than to go knocking on DASA’s 
door, but as long as the latter's parent company, Daimler 
Benz, is still weighing the pro’s and con's, providing 
iterim support does not appeal to the Germans. 


Time, however, is beginning to be a pressing matter for 
Fokker. According to unconfirmed reports from the 
banking world, the possibility exists that the company 
will not be able to come up with enough money to pay 
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salaries for the month of March. Andriessen, in a letter 
dispatched to the Chamber on 3 March, wrote that the 
expected initialing of contracts “ould be sufficient for 
the banks to come up with the money. The question is 
whether the banks will indeed do that because in that 
case the members of Daimler’s board of directors will 
also have to give their approval. In light of these prob- 
lems, the takeover by DASA is more and more assuming 
the character of an estate sale. 


Investigator Details New Computer Crime Law 


93EN0240B Rotterdam NRC HANDELSBLAD 
in Dutch 1 Mar 93 p 8 


[Report on interview with F. van Gulik, chief of the 
Nijmegen Interregional Computer Crime Task Force, by 
Dirk Limburg; place and date not given: “Computer 
Fraud Law Helps Police Catch Up”] 


[Text] Nijmegen, | Mar—Computer crime has now led to 
a sweeping revision of the law. As of today, the police are 
also permitted to monitor fax and computer transmis- 
sions. Even so: ‘One hundred-percent security is impos- 
sible unless you seal the computer in a block of cement.” 


The Computer Crime Law is brand new, yet “hackers” 
are already familiar with it. Well before the date on 
which the law went into effect—1 March—the police 
published the text on one of the bulletin boards used by 
computer hackers. “They have a right to know what is 
going on,” says F. van Gulik, chief of the Nijmegen 
Interregional Computer Crime Task Force. “We are not 
out to catch crooks. We would prefer that everyone 
obeyed the law.” 


As a result of the new law taking effect today, illegally 
accessing electronic data and other “computer crimes” no 
longer have to be prosecuted by using other criminal statutes 
in a more or less forced manner. Penetrating a computer 
system is punishable by a maximum of six months impris- 
onment or a fine of 5,000 guilders. If the violator goes 
further and copies or modifies something, the maximum 
punishment is then four years. Under the new law, the 
police are given far-reaching authority: Modern forms of 
electronic communications, such as fax and computer trans- 
missions, may henceforth be monitored. 


The possession of data stolen from an automated system 
is punishable as well. The only exception to this is when 
the public interest is served by such stolen information. 
As an example of this, van Gulik cites the example of a 
journalist receiving information stolen from a computer 
that indicated that a chemical company was polluting on 
a large scale. In such a case, the judge can rule that 
possession of it is not punishable. 


Recently, following a trial period lasting one and a half 
years, the ministers of Justice and Home Affairs decided 
to make van Gulik’s team and two other “Regional 
Computer Crime Task Forces” permanent. There are 
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plans to sel up two more new teams. What do the teams 
do? Van Gultk: “In a narrow sense, this kind of crime 
deals with things that can only be done with a computer, 
such as breaking into a system. In a broad sense, the 
device 1s only a new tool for old forms of crime. such as 
fraud. Strictly speaking, according to van Gulik, that is 
not “computer cnme.* “You do not talk about fountain 
pen fraud. do you?” 


Several examples: Recently, the Nijmegen team helped 
out in Drenthe with the investigation of a racist com- 
puter game. Officials played the game while a public 
prosecutor looked over their shoulder to see whether 
there were grounds to take legal action. Last year, the 
team faced a situation in a little town where family 
physicians and a pharmacist made the files on their 
patier:ts available to each other. One of the doctors 
noticed that “a stranger” had been 1n his computer. He 
did not trust i and upon inquiry it appeared that 1t was 
not one of his colleagues. Van Ulik: “They then decided 
to throw everything out and to reenter all the data from 
their paper files. Perhaps the stranger had not done 
anything after all but the risk could not be taken that 
something had been changed.” The physicians, who did 
not want publicity, did not register a complaint. 


“Hacking” and viruses fall under van Gulik’s “narrow” 
definition of computer fraud because in these cases the 
offense is specifically directed at the computer. Van 
Gultk encounters viruses every time he searches—in 
equipment used by accountants, in engineering offices, 
and even by dental technicians. As of today, spreading 
them is punishable and employers must cstablish rules 
for the use of their computers. “If, in a virus case, we can 
prove that the rules have been violated, then there 1s a 
question of culpability right at that point. If we can prove 
that the employee did it intentionally, then punishment 
iS more severe. That makes taking action easier,” van 
Gulik observes. “And in that way you will hopefully 
compel the establishment of rules and compliance with 
them.” 


Tracking down the illegal copying of computer programs 
does not enjoy high priority with the team—-van Gulik 
thinks that is something that belongs in civil court. In a 
specific instance, if someone does it for profit, he is 
certainly willing to dish out “a rap on the knuckles.” A 
short while ago he confiscated the computer of an 
advertiser who was offering software for sale at ridicu- 
lously low prices, but neither buyers nor sellers were 
prosecuted because that would take too much time. 
Confiscation of equipment is a tactic that is also 
employed in the case of persons who are suspected of 
“hacking.” 


Van Gulik says: !00-percent security of data in a com- 
puter continues to be impossible “unless you seal the 
computer in a block of cement without the keyboard or 
screen.” To the extent that the device can only be used 
within a building. the front door must still be protected. 
If you also make a computer accessible by telephog? line. 
it 1s much more vulnerable. A provision h@ been 
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included in the new law requiring that a system must be 
made secure before there can be a question of a viola- 
tion—the nosey caller has to know that he is crossing a 
threshold. Van Gulik: “It takes my breath away, how- 
ever, to think of the enormous increase in work being 
done via telephone lines. | wonder whether all those 
businesses are indeed aware of what they are doing and 
what enormous risks they are taking.” 


With the new law in hand, the examining magistrate can 
give the police permission to investigate the data in any 
computer system—even if there is only conjecture that a 
suspicious person has been into it. The owner must give 
his total cooperation in such case or face punishment of 
5.000 guilders in fines or three months imprisonment. 
Police authority extends to all other systems that can be 
accessed via the business’ computer. Van Gulik con- 
siders the penalty to be relatively light: “In the case of an 
illegal accounting operation, people will quickly agree to 
pay or to serve the time.” 


The police are permitted to seize equipment and data as 
evidence. According to van Gulik, the fact that informa- 
tion can come to light that has nothing to do with the 
case is also true for the old-fashioned kind of premises 
search. The police are not allowed to use it or record it, 
but van Gulik acknowledges that it can be a harsh 
intrusion on the privacy of a person or business. “For 
that reason we want to talk with businesses. Thus far, 
their willingness to do so has not been great, but now 
they can no longer defy the law and, therefore, | am sure 
they will be willing to set up appointments.” 


Informally, van Gulik hears from businesses that they 
would prefer not to register a complaint out of consid- 
eration for their privacy and commercial interests. 
Sometimes they are embarrassed at their own stupidity. 
According to van Gulik, there are daily attempts to break 
into the PTT [Post, Telegraph, and Telephone System] 
computers that handle billing. “The PTT denies that this 
has ever succeeded because otherwise everyone will 
maintain that their bill is inaccurate because an intruder 
has been rumaging around in there.’ The PTT abstains 
from making any comment. 


Van Gulik, for that matter, does not have a clear picture 
of the extent of computer crime. “If you asked me how 
many cases we have handled, I would say the number | 
have not touched because they would take too much time 
and probably could not be solved anyway 1s just as 
important.” He says he spends 95 percent of his time on 
traditional crime in which computers are only a tool. 


The policemen who are combating 2Ist century crime 
are themselves often unable to use modern means. 
“When a police unit calls up about a case and offers to 
fax the information, I just have to shudder. We know 
that even semaphore signals are intercepted.” Calling 
into the police computer from home is equally out of the 
question, and great care is taken with the storage of data 
in-house. “As far as authority goes. however, | am 
pleased that for once we are not behind the curve. We 
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must use our authority extremely cautiously. For that 
reason I often rein in colleagues and they are not always 
grateful for that. It is better to confront them in advance 
with the possible consequences of a search in an auto- 
mated environment, than to do so after the fact. 


Justice Minister Counters Euthanasia Criticism 


93EN0237B Hamburg DIE WELT in German 
2 Mar 93 p 7 


[Minister of Justice Ernst Hirsch Ballin: “My Wooden 
Shoe Broke: Dutch Euthanasia—Culture of Openness”’] 


[Text] Sometimes a Dutchman's “wooden shoe” breaks. 
That is the same thing as when a German “runs out of 
spit” [is flummoxed]. I was really speechless when | 
learned how the Dutch decrees on assisted suicide were 
being dealt with in foreign countries. 


There was so much strange commotion that I wonder 
whether the same document was being discussed as the 
one I defended in parliament! 


In some cases, real caricatures have been drawn; and not 
only in the Vatican, by any means. These caricatures 
would have it that a law had been drafted in this country 
that would allow deformed babies to be put to sleep; in 
addition, they say there will soon be euthanasia clinics in 
the Netherlands. What nonsense! 


What did the Chamber of Deputies of the Netherlands 
actually decide at the beginning of the month, and what, 
especially in the foreign countries, gave rise to all these 
bizarre misunderstandings? 


At its core, the parliamentary decree at issue states that 
assisted suicide remains punishable—the Netherlands 
penal code, which has forbidden assisted suicide since 
1886, remains unchanged. Alternative proposals by the 
opposition that have had legalization as their goal have 
been rejected by the vast majority. 


The deputies have assented to the government’s proposal 
that actions taken by a physician to hasten death should 
be made reportable. In this way, the state’s attorney's 
office, on a case-by-case basis, can reach a concrete 
decision as to whether to institute proceedings or not. If 
the Senate also concurs, this mandatory reporting will be 
prescribed by law. 
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In my capacity as a Christian Democratic minister, | 
consider this a good and balanced decree, because the 
State’s attorney's office will subject cases of assisted 
suicide to the scrutiny of the penal code. 


If force majeure is not present, or a case of clear and 
present need—both generally accepted exceptions in 
Dutch law—justice will as a rule intervene. 


This applies in all circumstances in which patients could 
not, themselves, have expressly requested assistance in 
committing suicide—people in comatose states, new- 
born infants, or psychiatric patients. 


The Netherlands is familiar with a culture of openness. 
That is a tradition of which I am proud. What we do we 
prefer to do in complete openness. Secretiveness, a lack 
of openness, encapsulation—these things give rise to 
suspicion in the Netherlands. 


When it is a matter of assisted suicide, there are, I 
assume, no major differences among physicians of the 
various European countries. It is resorted to perhaps 
more frequently than we think. Sometimes reports come 
from foreign countries that make me shudder. 


That is why | plead so vehemently for openness. In 
questions where a matter of life and death is at stake, we 
simply have the right to know what is happening. These 
matters are important enough for that. 


For that reason, in the Netherlands, we strive to achieve 
as much openness as possible in the matter of assisted 
suicide. That is why we expanded the mandatory 
reporting. By these means, physicians are required to 
allow someone to look over their shoulders at what they 
are doing. Patients are given an optimal degree of 
security with regard to their rights, and the state's 
attorney's office is in a position to make its well- 
considered deliberations. 


Thus, in the Netherlands, in matters of assisted suicide, 
a provision is being prepared that deals with the ques- 
tions of life and death that arise, in a particularly 
cautious manner. 


For this reason, | am really perplexed about what is, in 
some cases, the reckless representations in foreign coun- 
tries concerning the Netherlands’ decrees on assisted 
suicide. That is why, true Dutchman that I am, my 
wooden shoe broke. 
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Hurd in Washington, Warns of Tougher Serbia 
Sanctions 


LD2503151693 London PRESS ASSOCIATION 
in English 1439 GMT 25 Mar 93 


[By Rowan Dore, PRESS ASSOCIATION political staff] 


[Text] Sanctions and pressure on the Serbs will have to 
be increased making Serbia virtually isolated if it does 
not agree to a peace package in former Yugoslavia, 
Foreign Secretary Douglas Hurd said today. 


“We are getting close to the point where if there is 
agreement on a package by everyone except the Serbs, 
then the pressures on them will have to be intensified,” 
he said. 


Speaking from Washington on BBC Radio 4’s World at One 
programme, Mr. Hurd warned of sanctions leading to the 
“virtual isolation” of Serbia if there was no agreement but 
ruled out the idea of immediate air strikes. 


“I have never believed that air strikes are likely to bring 
about a change of policy. I do not believe that it is a 
profitable line of thought, it may come to that, but I do 
not see that at the present time. 


“I believe it is a question of sanctions first, before any 
other steps are taken.” 


He said sanctions were already being tightened over, for 
example, the illegal traffic down the Danube. 


—Mr. Hurd is in Washington for meetings with senior 
members of President Clinton's Administration, 
including Secretary of State Warren Christopher. It will 
be Mr. Hurd’s first full meeting with Mr. Christopher. 


Major Tells Parliament of Support for Yeltsin 


LD2503 165593 London PRESS ASSOCIATION 
in English 1628 GMT 25 Mar 93 


[By Alison Little, PRESS ASSOCIATION parliamentary 
staff} 


[Text] The prime minister today in the Commons reaf- 
firmed his backing for beleaguered Russian President 
Boris Yeltsin. Over the weekend he sent him a message 
of support and received a grateful reply. 


He was invited at today’s question time by Tory Patrick 
Cormack (Staffordshire South) to send the Commons’ “good 
wishes” to President Yeltsin “at this very critical time”. 


Mr. Major said: “I am happy to offer my support to 
President Yeltsin and for his reform programme.” 


He referred to his message of support and to Foreign 
Secretary Douglas Hurd’s planned visit to Moscow next 
week. 


Mr. Cormack said the Commons had “watched with 
admiration the courageous struggle of President Yeltsin 
to bring both economic and political freedom to Russia”. 
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Major Warns Against Failure of Middle East 
Peace Talks 


LD2503220193 London PRESS ASSOCIATION 
in English 2128 GMT 25 Mar 93 


[By PRESS ASSOCIATION political editor Chris Mon- 
crieff] 


[Text] The prime minister warned tonight that if the 
Middle East peace process failed it would provide fertile 
ground for the “dark cloud” of fundamentalism. And he 
insisted: ““We must therefore get all the parties back to 
the negotiating table, and urge them to pursue agreement 
while the opportunity is there.” 


Mr. Major—addressing the Board of Deputies of British 
Jews at the Grosvenor House Hotel in London—also 
expressed deep concern about the Israeli Defence Forces’ 
actions in the Occupied Territories. 


Mr. Major spoke of the consequences if the peace process 
failed. “Failure would carry risks and consequences which 
no responsible leader would wish to entertain. Failure would 
accentuate economic problems. It would risk greater polit- 
ical instability and widespread social unrest. It would pro- 
vide fertile ground for fundamentalism and extremism. 
Fundamentalism is a dark cloud the world should watch 
carefully. As well as extremist movements, certain govern- 
ments not involved in the peace process would like it to fail 
and to capitalise on failure to increase their influence in the 
region,” he added. 


Mr. Major said there was a window of opportunity but it 
would not remain open indefinitely. ““‘We must, there- 
fore, get all the parties back to the negotiating table, and 
urge them to pursue agreement while the opportunity is 
there. So far, only Israel has responded favourably to the 
cO-sponsors’ invitations to the further bilateral talks due 
to start in Washington on April 20,” he said. 


Mr. Major said he knew the sort of provocation the 
Israeli Defence Forces [IDF] were under. “Nobody is 
suggesting that they pursue a deliberate policy of vio- 
lence. But I would be at fault if I did not express my deep 
concern about the IDF’s actions in the Occupied Terri- 
tcries. The death of over 20 children and young people 
since December, in shooting incidents involving the 
IDF, grieviously undermines the case of Israel's friends, 
as I know you will recognise,” he told his audience. 


The prime minister spoke of Britain's decision earlier this 
month to receive at ministerial level a Palestinian delega- 
tion—including two PLO representatives. That decision, he 
said, was understandably unpopular with Israel. 
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Explaining Britain’s purpose, he said: “The Palestinian 
leadership must be persuaded to return to the peace 
process. We want them to return. It 1s clear to us that the 
PLO will influence that decision. It is hard to influence 
them without talking to them. Our talks are a means of 
impressing Our strong views on them, in particular. our 
view that there must be an end to violence in the 
Occupied Territories. 


“Those on all sides who genuinely desire peace must, 
through their own actions, help to create the nght climate.” 


Mr. Major said the value to Israel of a peace settlement 
could scarcely be overstated. ““The peace process would 
not be alive without the recognition that Israel's security 
could be assured through a fair and durable settlement,” 
he added. 


Czech Minister Addresses Businessmen on 
Privatization 

AU 2303182093 Prague CTK in English 1921 GMT 
19 Mar 93 


[Text] London March 19 (CTK)}—Czech Minister for the 
Administration and Privatization of National Property 
Jiri Skalicky acquainted in London today members of 
the American Chamber of Commerce Committee for 
East-West Trade with the progress of privatization in the 
Czech Republic. 


Skalicky, on a working visit to London at the chamber's 
invitation, said that both the waves of the coupon 
privatization property valued at 350 billion Czech 
crowns (about |2 billion USD [U.S. dollars]) will be 
privatized, which is about 30 percent of the privatized 
property within the privatization of big industrial enter- 
prises, known as large privatization. 





UNITED KINGDOM 29 


The first wave of the coupon privatization ended in 
November 1992. The second wave is set to start this 
summer. 


Skalicky stressed the important role of foreign capital 
involvement in property privatization. 


The government supports foreign investors not just 
because of the flow of the hard currency into the Czech 
Republic but mainly because they introduce new tech- 
nology, business organizational methods and market 
economy manners to the Czech Republic. 


New opportunities arose for foreign investors after the 
commencement of the first wave of privatization. Partly 
because they can deal with new owners of the privatized 
companies, partly because they have the opportunity to 
buy shares deposited for this purpose in the Fund of 
National Property. [incomplete sentence as received] 


Foreign investors do not have, however, any special 
advantages over domestic ones, said Skalicky. 


In an interview for CTK, Skalicky said he would not be 
pessimistic about how effectively the participants in the first 
privatization wave will exercise their ownership rights. 


He pointed out that 70 percent of the Czech participants 
invested via investment funds. 


As for the problems between the Czech and Slovak 
Republics over the results of the first wave Skalicky 
confirmed the decision to suspend the handing over of 
shares to Slovak investors, made by the Czech Govern- 
ment on Wednesday [17 March]. 


Skalicky said the government would exert every effort to 
eliminate all technical imperfections in the second wave 
of privatization, due to end at the beginning of 1994. The 
process will be quicker as the stock market will be in 
operation by then. 
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Constitutional Affairs Minister Clark Visits PRC 


LD2503210893 Montreal Radio Canada International 
in English 2000 GMT 25 Mar 93 


[Text] A senior Canadian cabinet minister has arrived in 
Beijing on a four-day official visit. Joe Clark, Canada’s 
minister for constitutional affairs, will meet with Pre- 
mier Li Peng and other top officials. Mr. Clark will urge 
China to improve its human rights recorc and expand 
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economic reform. He will also ask Beijing to lower trade 
barriers and let Canadian companies explore for oil in 
China. 

Canada has not sent a prime minister or foreign minisier 
to Beijing since Chinese troops massacred hundreds, 
perhaps thousands, of prodemocracy demonstrators in 
Tianenmen Square four years ago. 


Mr. Clark says his visit is another step towards the 
normalization of relations. 
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Kohi Departs for Talks With Clinton on Russia 


LD2503164593 Hamburg DPA in German 1550 GMT 
25 Mar 93 


{Excerpts} Bonn (DPA)}—Federal Chancellor Helmut 
Kohi took off for Washington on Thursday [25 March] 
for his first meeting with U.S. President Bill Clinton. 
The central topic during his discussions will be the 
Situation in Russia, the position of President Boris 
Yeltsin, who 1s under severe pressure, and the bloody 
conflict in the former Yugoslavia. [passage omitted] 


Kohi is expected back in Bonn on Saturday. 


On Moving Up G-7 Summit for Yeltsin 


LD2603 100493 Berlin ADN in German 0709 GMT 
26 Mar 93 


[Text] Washington (ADN)}—German Chancellor Helmut 
Koh! thinks it is possible that the world economic 
summit scheduled for July in Tokyo could be moved 
forward to support Russian President Boris Yeltsin. 
However, the meeting should be prepared so that any 
change “1s of real benefit”, said Kohl last night, upon 
arriving for his visit to Washington. 


Support for Russia would be a major topic of discussion 
during his meeting with U.S. President Bill Clinton. the 
chancellor said. Economic aid for Russia would probably 
form the focus of talks on this issue. Kohl added that 
further important points during his talks in Washington 
would be U.S.-German relations, the progress of Euro- 
pean unification, as well as the continuation of the 
GATT talks. 


Agriculture Minister on Kohl Visit, GATT Talks 


LD2503165393 Berlin ADN in German 1457 GMT 
25 Mar 93 


[Text] Bonn (ADN)}— Federal Agriculture Minister 
Jochen Borchert 1s hoping for willingness on Washing- 
ton’s part to seek a swift conclusion to the GATT 
negotiations, after Chancellor Kohl's visit to the U.S.A. 
Borchert said today in Bonn: “I hope that we will achieve 
a breakthrough in the talks that the chancellor will be 
holding.” A swift conclusion to the negotiations would 
be a positive signal for the global economy. So far, U.S. 
statements have not indicated further compromise 
toward the EC. Borchert countered U.S. President Bill 
Clinton's principle that he feels that fair trade is more 
important than free trade, by saying: “Truly free trade is 
also fair trade.” 


Borchert also commented on criticism of Farmers Asso- 
ciation President Baron Constantin Heereman over the 
agricultural reforms. The minister said he does not 
believe the reforms would fail due to administrative 
problems. This issue would be dealt with by the confer- 
ence cf land agricultural ministers, which meets on 
Thursday [25 March] and Friday in Bad Duerkheim, and 
by the EC Council of Agricultural Ministers, which ts 
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due to convene in April. Borchert stated that “if diffi- 
culties arise, the EC Council of Ministers 1s also prepared 
to react flexibly to problems, to make the agricultural 
reform as a whole more manageable.” 


Bonn Welcomes G-7 ‘Special Conference’ on 
Russia 

LD2603112193 Berlin DDP in German 1085 GMT 
26 Mar 93 


[Text] Bonn (DDP}—The German Government wel- 
comes the special conference of foreign and finance 
ministers of the G-7 [Group of Seven] nations on the 
situation in Russia which has been convened for mid- 
April. This 1s an “important signal” of a willingness to 
deal with the reform process in Russia, Foreign Ministry 
spokesman Hanns Schumacicr told journalists today 
Foreign Minister Klaus Kinkel will take part in the 
conference in Tokyo of the seven leading industrial 
nations on |4 and 15 Apri! 


Bonn Expresses Support for Yeltsin 


AL 2603114793 Bonn BULLETIN in German No 24 
23 Mar 93 p 203 


[“Government statement on the current constitutional 
conflict in Russia” issued by government spokesman 
Dieter Vogel on 2! March. place not known] 


[Text] Basing its opinion on the measures announced by 
President Yeltsin on the evening of 10 March 1993 to 
solve the constitutional crisis in Russia. the Federal 
Government has the hope that a peaceful way out of this 
crisis can be found 


Recently, the Federal Government has repeatedly 
stressed Germany's vital interest in the unhindered 
advance of the democratic and market economy 
reforms, as they are pursued by President Yeltsin 


The last Congress of People’s Deputies called into ques- 
tion the principle of division of power, a cornerstone of 
any democratic Constitution, at the cost of the freely 
elected Russian president 


Against this background and because this preserves the 
chance of continuing the reform process in Russia. the 
Federal Government has understanding for the actions 
of President Yeltsin, who ts striving for a solution to the 
constitutional conflict by means of a referendum. There- 
fore. the Federal Government will continue to support 
emphatically the policy of President Yeltsin and his 
government. 


It feels encouraged im this attitude by the Russian 
president's announcement that the special admunisira- 
tion which he orders will be temporary, that the basic 
and personal rights of a rule-of-law state will now be 
restricted, and that new clections wil! soon take place on 
the basis of a new constitution 
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i Applauds B-H Leader's Signing of Bosnia 
Peace Plan 

LD2603 113493 Hamburg DPA in German 1052 GMT 
26 Mar 93 


[Text] Bonn (DPA)}—Foreign Minister Klaus Kinkel 
welcomes the signing of the Bosnian peace plan by 
[Bosnia-Herzegovina—B-H] President Alija Izetbegovic 
as a courageous and constructive step by the Govern- 
ment of Bosnia-Herzegovina. The government has thus 
made “its contribution to a joint political solution,” a 
Foreign Ministry statement issued today stated. In 
Kinkel’s opinion, the international community now has 
to do everything in order to preserve the state of Bosnia- 
Herzegovina and to protect the highly endangered 
Muslim nation. 


Kinkel calls for the “Serbian destruction offensive” to be 
ended immediatel:,. If Serbia refuses to agree to the peace 
plan, then the :aternational community must “introduce 
immediately measures to fully isolate Serbia.” 


Kohi Addresses Bundestag on Unification. Russia, EC 


LD2503 130693 Cologne Deutschlandfur ‘work 
in German 0805 GMT 25 Mar 93 


[Address by Chancellor Helmut Kohl to the Bundestag in 
Bonn—live] 


[Text] Ladies and gentlemen: We experience dramatic 
changes every day. The end of the East-West conflict has 
brought new opportunities and new risks. Many coun- 
tries are redefining their positions, their stands, their 
roles. We, Germans, must also do this. We must unify 
our fatherland internally while contributing to European 
unification, a German policy since the war. The two 
tasks are inextricably linked. 


Our friends and partners are correct in expecting us to 
exploit our opportunities. None of them doubts that the 
Germans will successfully meet this challenge, every 
challenge that we face as a result of unification. Fol- 
lowing many talks, I am confident in saying that the 
successful conclusion of the solidarity pact, especially 
abroad, has strengthened confidence in the power of 
German democracy. The democratic parties, the federal 
government, and the laender have shown with this 
collective achievement that they are capable of rational 
compromise and of actions of solidarity in difficult 
times. I would like to take this opportunity to thank 
everyone who helped achieve this. [applause] 


It is a shared success, a success for our liberal democracy, a 
success that reaches beyond day-to-day politics. German 
financial, economic, apd political stability is not just in 
Germany's iriterest. It allows us to contribute actively and 
directly to European stavility and world peace. 


Each stage of my recent visit to five Asian countries 
showed the close relationship between domestic and 
foreign policy. We have close traditional ties with India, 
Singapore, Indonesia, Japan, and the ROK, which have 


FBIS-WEU-93-057 
26 March 1993 


grown not least from a meeting between our cultures 
over many years. For example, I recall the great efforts of 
German indologists. Most Asian countries, ladies and 
gentlemen, impress us today with their dynamic growth, 
enormous industrial growth rates, and technological 
progress. Almost half of the world’s population will be 
living in India, Indonesia, Japan, Korea, and the PRC by 
the turn of the century. These gigantic figures alone 
demonstrate the significance of this part of the world. I 
am deeply convinced that Asia will have superb oppor- 
tunities in the 21st century, and the spheres of politics 
and industry in Europe and Germany must take this into 
account. I think that we Germans should acknowledge 
this. We have not given sufficient attention to this region 
of the world—particularly in recent decades—for a 
number of reasons. It was all the more important to me 
to use this trip to draw public attention to the enormous 
potential and the major opportunities in this region. We 
are determined, in agreement with those responsible in 
the areas of industry and science, 10 initiate a forward- 
looking partnership with the countries of this region. 


The tasks are wide-ranging, and we must adapt to each 
country’s specific situation. The first objective industrially 
is to strengthen trade and investment in both directions. I 
consider this a particularly important objective. We must 
look for ways in which medium-size German companies, 
many of which have no foreign divisions of their own, can 
be incorporated in this future commitment. Joint ventures 
are possible and worth striving for with the advanced 
nations of the Far East and with third countries. 


As for Japan, we are considering a high technology and 
environmental technology cooperation project in which 
government and industry are jointly represented. It is 
important that cultural relations be more intensely 
involved in all of this. 


Ladies and gentlemen, we are all following developments 
in the PRC with great interest. We very much hope that 
political reform will soon follow economic liberalization. 
lam sure that this would help long-term stability in Asia. 


I had an opportunity to hold intensive talks in Moscow 
with President Boris Yeltsin following my Asian tour. He 
assured me that he is determined to push the reform 
process forward. The Congress of People’s Deputies 
recently showed that strong forces within the country 
want to halt the reforms. Today, I would like expressly to 
underline that it is in our interest—in the West's and not 
least Germany's interest—for Boris Yeltsin's reform 
program to be successfully pursued. We are counting on 
a peaceful way out of the current crisis. Boris Yeltsin is 
the democratically elected president of Russia. His name 
stands for a new Russia, which has opened up to 
freedom, democracy, and the market economy. We want 
this new Russia to te a reliable and stable partner which 
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plays the role in the international community which is 
appropriate to it. A weak, internally strife-torn Russia 
would be in no one’s interest. Of course, the same applies 
to the other successor states of the Soviet Union. For us 
Germans, this must mean that whoever takes the path of 
constructive international cooperation can continue to 
expect our support. [applause] 


That also means, ladies and gentlemen, that within the 
G-7 [Group of Seven] we are in favor of the G-7 and 
other industrial countries emphatically doing what ts 
necessary so that in this critical period they give a signal 
of support. The help for self-help concept approved at 
the economic summit in Munich must at last be imple- 
mented in full. Any other policy would be shortsighted. 
A relapse into the politics of confrontation would cost us 
all much more dearly than the current aid to Russia, for 
example. 


Ladies and gentlemen: We, Germans, have donated over 
80 billion German marks [DM], more than 50 percent of 
all Western aid. We have hitherto done by far the most 
for Russia and the other successor states to the Soviet 
Union. This is in order, and | expressly affirm this 
policy. However, I must add that we have now reached 
the limits of what we can do. [applause] 


We expect our partners.... [interrupted by laughter and 
applause] 


I think the applause is justified at this point. [applause] 


I think you'll also agree with the next sentence: We 
expect Our partners to commit themselves more than 
they have done up to now. [applause] 


| welcome President Clinton's recent announcement of a 
specific aid program for Russia. 


Ladies and gentlemen, the bloody conflict in former 
Yugoslavia remains a source of great worry and dismay. 
The efforts to find a peaceful solution in Bosnia- 
Herzegovina are currently at a particularly critical stage. 
The Belgrade leadership bears direct responsibility here. 


If the Serbs do not agree and the peace plan fails, the EC 
will have to consider drastically tightening sanctions to 
the point of completely isolating Serbia. The Serbian 
leadership must ask itself whether it wants to continue 
this conflict at the price of its country’s total economic 
destruction or whether it finally will give peace a chance, 
which is for what we hope. 


Ladies and gentlemen: U.S. President Clinton took 
office just two months ago. Of course, we wish to 
continue and develop close German-U.S. partnership 
and friendship with him and his administration. This 
German-U.S. partnership is and remains a cornerstone 
of our politics, and it will and must prove itself again and 
again, especially in times of change. [applause] 


Germans and Europeans can overcome the great world 
political challenges we face only with the United States. 
I will fly to Washington today and tomorrow to meet the 
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President. In addition to the situation in Germany and 
Europe, important topics for discussion will include 
further developments in Russia and in the former Yugo- 
slavia. I will also take the opportunity to speak to the 
President about trade questions, particularly since in the 
last few weeks there have been irritations in transatlantic 
trade relations. Above all, | want to make it clear that we, 
in Germany, want to call for a decisive step toward 
concluding the GATT round in the world economy's 
interest, above all. [applause] 


We musi make our own contribution to this, but this 
must at last come to a conclusion. 


It has repeatedly been made clear in debates that parlia- 
ment is unanimous about the fact that German unifica- 
tion and European unification are two sides of the same 
coin. With the Maastricht treaty, we have irrevocably 
embarked on the path to European union. During his 
visit here a few days ago, | agreed with new Danish 
Prime Minister Rasmussen that the EC finance ministers 
at their meeting on 19 April must at all costs adopt the 
European growth initiative which was agreed upon at the 
European Council in Edinburgh. | also think that with 
the solidarity pact we have agreed on, we as Germans are 
making an important contribution to reviving the Euro- 
pean and German economies to combat unemployment. 


Ladies and gentlemen, the federal government, the old 
and new laender, the CDU/CSU [Christian Democratic 
Union/Christian Social Union], the SPD [Social Demo- 
cratic Party}, and the FDP [Free Democratic Party] have 
shaped an important part of German unification with 
this Bonn agreement on the solidarity pact. This proves 
that it is possible to find common solutions to urgent 
issues In an economically difficult period, irrespective of 
differing opinions and party barriers. | would like to 
refer to some of the results of the solidarity pact talks. 
not to all but to some important ones. 


First, the financial links between the Federation, the old 
and the new laender, have been given a new and stable 
basis. | may be putting this too simply, but | would like 
to point out just how difficult financial links have been 
over the last 44 years. Given the differing party political 
compositions of the various Federal governments and 
the different party political situations in the laender, 
anyone who was there to witness this must simply 
concede that considerable achievements were made in 
the time available. From 1995, the new laender will no 
longer be the recipients of handouts but equal partici- 
pants in the normal financial burden-sharing arrange- 
ments. 


Anyone who experienced the somewhat painful discus- 
sions in Bonn before this date knows why I consciously 
use the word receivers of handouts in this context. They 
now have appropriate financial provisions allowing 
therm to catch up with western Germany, and the 
German Unification Fund will again be increased for the 
transitional years of 1993-94. For our compatriots in 
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eastern Germany, this means that state and local govern- 
ments can invest quickly and make decisive progress in 
creating a modern infrastructure. It is umportant to note 
that this will always involve orders for eastern German 
companies and, therefore, jobs. A great deal of infra- 
structural reconstruction has already been carried out, 
something which ts far too rarely mentioned. Almost 
DM27 billion were invested in the eastern German 
Iransportation network alone between 1990 and 1992, 
allowing 5,600 km of roads to be renewed; 770 road 
bridges to be repaired or rebuilt; and 2,200 km of rail 
tracks to be restored, with 650 km being electrified. 
Telekom [telecommunications parastatal] 1s the largest 
single investor in eastern Germany. A total of 850,000 
new telephone connections will be installed this year 
alone, a figure which the now-defunct GDR was unable 
to achieve in 10 years. [applause] 


Eastern Germany will have the same telephone density as 
the west by 1997. Eastern German industry and companies 
will profit greatly from the investment necessary for this. 
Eastern German companies will receive orders worth nearly 
DMS billion this year alone, which means jobs for around 
90,000 employees. Second, we have removed one of the 
main investment obstacles to resolve the question of old 
debts in the eastern German housing market. Added to this 
are flanking measures of housing construction policy worth 
bilhons of German marks. They will also help make the 
private housing construction sector become a locomotive 
for the upswing East. 


Experts estrmate that this will double investment to at 
least DM20 bilhion-30 billion. Of course, sufficient land 
will also have to be available so that houses and apart- 
ments can be built. 


Ladies and gentlemen, Russian troops will withdraw from 
an area the size of Saarland. The Trust Agency and the 
Federal Property Administration [Bundesvermoegensver- 
waliung] will soon put around 47,000 properties and 
300.000 apartments on the market. Of course, action on the 
part of local authorities 1s also called for here to extend the 
area available for residential construction. The local author- 
ities have special financial aid to this end. 


Third. an additional DM2 billion will be made available 
this year to implement labor market policy, meaning that 
an active labor market policy can continue. These funds 
could finance the creation of 20,000 jobs in the west and 
up to 250,000 in the east this year. In addition, extra 
support is available by virtue of the newly created 
possbility of saving ware cost subsidies in the fields of 
environmental renovation, social services, and youth 
work. I call upon the laender, local authorities, and 
associations to begin an offensive to take advantage of 
these opportunities—-to use them sensibly, of course— 
and to participate through their own financial contribu- 
tions. [applause] 


Fourth, the supplementary levy will not arrive in 1993- 
94 and the labor market levy will not be introduced. 
There 1s a rehable framework of public and business 
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taxation policy conditions for the coming years. This is 
of decisive significance for us in the federal government. 
I'm backing something which Helmut Schmidt, my pre- 
decessor, backed, and now you're not in agreement at all. 


{applause} 


You're always telling me to listen to him, I've done that, 
and now I expect your applause.. .[interrupted by shouts] 
excuse me, but if | were to quote what my esteemed 
predecessor said about others, | would have to stand here 
all day, ladies and gentlemen. [laughter] 


As you know, he is not short on words.... [pauses] I don’t 
think that I need to repeat this here because we all know 
he does this. [laughter] 


Ladies and gentlemen, I repeat that this decision was of 
great importance for the federal government because the 
burden of tax and levies had already reached its highest 
level since the Federal Republic came into existence. We 
are in a particularly unfavorable position here when 
compared with the international leaders. It is important 
to point out that a vital financial contribution will be 
made by increasingly combating social and economic 
payment abuses and by saving more. As far as normal 
social benefits are concerned, cuts will be avoided, but 
we all know the discussion being conducted in the 
country about abortive structural developments in the 
area of social welfare. 


Many doubt whether work ts still worth it when they hear 
or see around them that in many cases there 1s hardly any 
difference between social benefit, income support, and 


wages. [applause] 


Whether we like it or not, all of us must face up to this 
discussion, above all... [interrupted by shouts] | am 
coming to that other subject as well, because I think this 
cannot be seen in a one-sided way. | am absolutely 
against conducting a debate on abuses, which would be 
exclusively directed toward, for example, abuses in the 
social welfare sector. Subsidy fraud and tax evasion are 
not petty misdemeanors. [applause] 


Any form of abuse damages us all, and | think that the 
federal system includes us tzlking at the next opportunity 
to our colleages from the lacnder about this—because 
this is largely a responsibility of the laender—about how 
we can combat this form of abuse more energetically. 


Ladies and gentlemen, it is also an important result of 
the solidarity pact that we have succeeded in setting a 
fixed savings target. For the most part, we have already 
agreed on concrete savings measures, further measures 
will be agreed upon in the next few days in talks 
between the laender, the federal government, and the 
party groups. The solidarity levy that | announced in 
advance will be reintroduced beginning in 1995—with 
social aspects being considercd—to meet the 
remaining financial demand. 


N 
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The federal Government, the laender, and the parties 
certainly have done federalism a great service with the 
decisions reached in Bonn. We agreed on the division of 
a financial requirement totaling DM110 billion between 
the federal government and the western and eastern 
laender. This is proof of the ability to solve construc- 
tively the most difficult financial questions, at least more 
difficult than any we have faced in 40 years. [applause] 


What is more, ladies and gentlemen, it has shown that 
our great democratic parties are willing and able to act 
together when the situation requires it. I say this in 
response to the criticism—quite shabby criticism—we 
are all hearing repeatedly at the moment. The solidarity 
pact stands above the Bonn agreement on the federal 
consolidation program. Industry is also involved in this. 


Because | consider it particularly important, ' specifi- 
cally want to mention the outstanding significance of the 
pledge made by industry to make available sufficient 
training positions for young people from eastern Ger- 
many over the next few years. This is an extremely 
important pledge. [applause] 


Young people have a right to expect their careers to 


begin with good training. This is of great psychological 
and social importance for the future. 


Ladies and gentlemen, I also welcome the purchasing 
and investment pledges made by western German 
industry in favor of eastern Germany. 


I want to add that, on behalf of the federal government, 
as well, I have the urgent wish and expectation that all 
federal offices will act similarly and in all areas. At the 
same time, it must be the case that the western German 
local authorities and laender make an effort to this effect. 
I believe that in many cases it is not ill will but simply old 
habits that must be reconsidered. This reconsideration 
must now also go Out as a message to Our compatriots in 
the former East Germany. 


For management and unions, in particular in the current 
conflict in the eastern German engineering and electrical 
engineering industry, this agreement should be a signal 
and an occasion to return to the negotiating table with a 
will to find a settlement. Management and unions in the 
chemical and power generation industries, for example, 
have given a signal of reason with their agreements. 


I don’t know. Now I'm praising a colleague from your 
own party. You should be applauding here instead of 
interrupting me. [interrupted by shouts] 


Madame Chairwoman, ladies and gentlemen: We have 
guaranteed the financial foundations of years to come— 
until 1995 and beyond—with the outcome of the Bonn 
solidarity pact. In this context, the German Bundesbank 
has continued its policy of cautiously relaxing interest 
rates. However, economic and financial measures alone 
cannot guarantee Germany's industrial future. It is not 
enough to balance the books and make progress there. 
We must make progress in people's heads. We must 
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reconsider. | believe this reconsideration and this recon- 
sidering presents a challenge to party political maneu- 
vering on the agenda. 


German unification—which we achieved on 3 October 
1990—sets an unprecedented task. Never before has 
there been the challenge of transforming a socialist- 
planned economy into a social market economy. This 
task is difficult. This can be seen not only in our country 
but also under much more difficult conditions in neigh- 
boring countries—Russia and the other CIS states, 
Poland, Hungary, the Czech Republic, and Slovakia. 


Talks with the Polish and Czech prime ministers in the 
past 48 hours have shown how much those countries are 
trying to secure a future for themselves. Comparing the 
Situation in Our country with their situation, | realize 
how much we are called upon—those who were fortunate 
enough to live and grow up in the West of our country— 
to make the necessary decisions and contribute the 
necessary share. 


The people living in those countries—in the new laender 
of the Federal Republic and in Central, Eastern, and 
southeastern Europe—who must cope with this total 
change deserve our sympathy and solidarity in a special 
way. This not only holds true verbally but also in reality. 
They must now catch up at a time-lapsed rate, so to 
speak, to reach the standard that we, who were fortunate 
enough to live in freedom, reached over more than 40 
years. We have the great advantage in the new laender 
that the process of reconstruction and catching up is 
being supporied by a strong western German economic 
sector. 


The recession is leaving its mark on the old laender, too. 
Some things are moving faster than was possible in the 
past nine years of a booming economic cycle. However, 
we certainly can cope with this challenge. We must tackle 
it courageously and resolutely because the future cannot 
be won by complaining, not even by complaining at a 
high level. [applause] 


We should be honest and fair and say that many of the 
Federal Republic's problems in the investment centers 
and industrial areas in March 1993 are the old Federal 
Republic's problems. We should say so for the sake of 
our compatriots in the new laender. We would have had 
to solve these problems even if Germany had not been 
unified. [applause] 


Many overdue economic and social corrections must be 
executed. I think this is a chance from which a new mood 
of departure can grow. Only if and when we solve our 
tasks at home can we derive advantages from the changes 
in Europe and the world. 


I am not blaming anyone for any of the issues that I am 
addressing, but I am saying quite matter-of-factly... 
[interrupted by shouts] how things should continue. If I 
were to go farther, | could promptly prove that the Social 
Democrats were also responsible for past developments. 
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New, attractive locations have emerged within and out- 
side the EC that have started competing with one 
another for investments and jobs. We must prepare for 
these changes now. We must catch up on matters that we 
failed to consider and carry out in the past. 


Following a long discussion in the federal cabinet, we 
agreed that the federal government will work out a 
drafi—and the federal economics minister will do the 
preparatory work—that we will submit to the Bundestag 
in September. I expect such a discussion to be a fruitful 
and committed dealing with the country’s future. 


In taking stock in this way, we must aim for new 
solutions, talk about a new approach, and initiate a new 
way of thinking. 


This is an invitation to all of our country’s social groups 
to contribute their own proposals to this discussion. 
Everyone is called upon: parties, trade unions, the eco- 
nomic sector, associations, the church, and whoever can 
and wants to participate. | should add that those who 
worship the current zeitgeist and mainly criticize the 
parties are especially invited to contribute new ideas to 
this discussion. [applause] 


The data and facts are known but must be reiterated 
again and again so that we achieve specific results. We 
are a country with increasingly young pensioners and 
increasingly old students, with an increasingly short 
working life, increasingly shorter work hours, and longer 
vacations. This endangers our competitiveness. These 
are simple facts. [applause] 


As a matter of fact, I do not begrudge you or me leisure 
time, but a successful industrial nation cannot be orga- 
nized as a collective leisure club. [applause] 


Beyond all differences between the parties, we also know 
that a large majority of our citizens came to this convic- 
tion a long time ago. It is ready to accept the required 
changes, and we must ask ourselves in politics, in the 
associations, and wherever things happen whether we are 
still waging old battles and quarreling over old posses- 
sion in a completely changed reality. [applause] 


Whoever represents the interests of a group which is 
legitimate—I am far from hypocritically attacking 
bodies representing certain interests—knows that prior- 
ities will be redefined, that habits must be changed, and 
that certain claims must be reduced. 


Ladies and gentlemen, this does not mean that the 
quality of life in this country is diminishing. Everybody 
knows that the quality of life does not solely depend on 
whether we work 35, 36, or 40 hours.... [interrupted by 
shouts} I do not know why you cannot accept that 
calmly. You know I am right. You can certainly not 
claim the opposite at district meetings if these issues are 
raised. [applause] 


We certainly can differ on this issue. Yet, the signifi- 
cance of the problems forces me to ask you to take the 
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tume and discuss—apart from the numerous other con- 
troversial issues—these major future challenges and the 
conclusions that we want to draw because 1993 is not an 
election year. 


Over 20 percent of the entire German population is over 
60. The number of citizens over 85 will increase io 1.5 
million by the year 2000. With the protection of the old 
and the pension reform—it was jointly adopted in 
1992—we reacted to this development. Another conse- 
quence of the current demographic development—I 
would like to point this out once more clearly because 
this 1s being denied by economic circles—is the increase 
in the number of those who need special care. The need 
for action is quite obvious here... [interrupted by shouts] 
What do you want? I announced that for this legislative 
period, and we are implementing it. | said this legislative 
period, and we will certainly keep our promise. Yet, |! 
also announced that it must not involve additional 
economic burdens. 


Ladies and gentlemen, | am not impressed by the inter- 
jection from your side. You had a lot of time to do that. 
You did nothing between 1969 and 1982 in view of the 
same demographic figures that we have today. 


Madame President, ladies and gentlemen, we must also 
evaluate our educational system. | ask all those con- 
cerned not to conduct the discussion in a way that the 
federal system forbids us to comment on this issue at the 
Bundestag or in federal politics, as people usually say. It 
cannot simply be said that this matter only concerns the 
laender. 


The educational problem is an all-German task, no 
matter what the constitution says about t! : responsibil- 
ities of the laender and federal authorities. [applause] 


You and I know that the training and education problem 
is of decisive importance. However, | add that education 
and educational policy must not be reduced to economic 
benefit alone. Above all, education must shape the 
personality and broaden the mind. Of course, it is also 
our task to provide qualified professional training. 


If we take stock in this area—and I hope that this at least 
meets with your approval—we must admit that some 
educational system developments are not right, 
including imbalances in the educational areas, the exten- 
sion of initial training periods, and clear shortcomings in 
educational efficiency.... [interrupted by shouts] Why are 
you opposed to privatization? Dear colleague, | would 
not object if you opened a private university in Stuttgart 
comparable to the one in Herdecke-Witten, for instance. 
You are free to do this. 


We all know that skills are quickly outdated, which is 
why we must arrive at a more intelligent distribution of 
periods of training and educational content throughout a 
long life. [applause] 


We cannot accept the fact that heavy burdens are pre- 
venting colleges and universities from fulfilling their 
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research and instruction tasks, while the dual educa- 
tional system is increasingly losing importance and more 
than 100,000 vacancies remain in the u.d laender every 
year. We also cannot accept the fact that the number of 
university students increasingly exceeds that of appren- 
tices. Of course, it is impossible to make a precise 
comparison because we all know that university studies 
take longer than apprenticeships. However, the fact that 
1.8 million students compare with 1.6 million appren- 
tices should give us food for thought, ladies and gen- 
tlemen. This figure should convince everyone that some- 
thing must be done. [applause] 


We have extremely long periods of training for univer- 
sity students. Our training periods are unusually long 
compared to our EC neighbors or the United States, 
considerably reducing equal opportunities for young 
Germans in the future European Union. An average 27 
percent of students leave universities and colleges 
without a final examination, in some specialized areas 
even as many as 50 percent. I do not see it as primarily 
a money matter. It shows the depressing development for 
young people who waste decisive years, the best years for 
learning, in this way. [applause] 


Ladies and gentlemen: Young Germans must be compet- 
itive in the race with other young Europeans in a uniting 
Europe. This is why this is an all-German task, even 
though we recognize that responsibility for education 
rests primarily with the laender. [applause] 


I deliberately address a topic that is generally avoided, 
namely the problem of university and college perfor- 
mance and efficiency. This is usually dealt with under 
the heading: students. A sweeping reform should aim to 
streamline university studies. However, I also think that 
reform should include evaluations of German profes- 
sors’ performance. [applause] 


In other countries, such as the United States—but not 
only in the United States—the assessment of university 
teachers and their career also depends on the vote of 
students who have experience of the teacher as a peda- 
gogue. Of course, I realize that the differing systems— 
private universities and universities paid for by the U.S. 
taxpayers—prevent a direct comparison to Germany. 


Nevertheless, I am convinced that it has become urgently 
necessary to evaluate and compare professors’ perfor- 
mance. It is unacceptable that there are totally different 
periods of training at comparable university institutes in 
one and the same federal land, and this has nothing to do 
with the party affiliation of a land government. 


We musi be able to raise the performance evaluation 


issue for public discussion. [applause] 


I would also like to mention another topic that has been 
on the agenda for 10 years and on which no significant 
progress has been made—no major political party has 
achieved progress here—namely shortening high school 
education from nine to eight years. Discussion of this 
issue is overdue. The regulation in the new laender 


GERMANY 37 


provides for eight years. There will certainly be no 
changes there. As a matter of fact, nobody can convince 
me—not even my Bavarian friends whom I appreciate 
very much—that it is necessary to have nine years to 
graduate successfully from high school in Freilassing and 
eight years from hig* school in Salzburg, which is only 20 
km away. I believe this decision is also overdue. 


Ladies and gentlemen, I have addressed some of these 
topics. | want to inform you that I intend to invite 
officials who are responsible for education and those 
who are interested at the federal and land level, from 
scientific organization, from the economy, the trade 
unions, and the parties to attend a—I hope well- 
prepared—conference in the fall. We must determine if 
such a conference would present a real opportunity to 
achieve specific results. Such a discussion would defeat 
its purpose—I would like to stress that in advance—if 
exclusively financial issues were discussed. What we 
need is much more than the financing of institutions. We 
need a broad consensus on all major issues concerning 
training and education. 


Ladies and gentlemen, we can only maintain our leading 
position in international competition if highly qualified 
workers operate most modern machines. Experience 
teaches us that. The observations I made as a layman at 
the Cebit [computer] fair in Hannover proved that, too. 
Modern and high quality machines are expensive. The 
fact that they are becoming even more expensive proves 
the need for them to be used in the best possible way. It 
must be clear that having German time clocks operate on 
the shortest working hours in Europe 1s unacceptable. 
[applause] 


Certainly, we can abandon our very inflexible working 
hours, which not only are economically unfavorable but 
also curb the leeway and opportunities for the people's 
development. Thus, we must embark upon new paths 
both in this sphere and concerning the duration of 
working life. The demographic development forces us to 
do that. I also see a big opportunity for older employees 
here. | am sure that it would increase the quality of 
people’s lives if a gradual transition to retired life would 
be offered 2s an alternative to the customary abrupt 
departure from working life. [applause] 


Those who want to work longer should be allowed to do 
so, and it should be worthwhile. We have created the 
preconditions with the pension reform in 1992. As for 
Germany's overall future, we should now jointly adopt 
the required measures. 


Madame President, ladies and gentlemen, top perfor- 
mance in research and development is important to 
German prosperity, social protection, employment, and 
growth, especially because it is an exporting nation. We 
remain among the top performers in a number of very 
important areas. This must be stressed and repeated 
because quite a few people only talk about the negative 
things. Yet, it is alarming that research capacities for 
future-oriented technologies—in genetic engineering. for 
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example—are increasingly being transferred to other 
countries because excessive rules and bureaucracy are 
slowing down progress in our country. [applause] 


However, | add that our philosophy also means that not 
everything that is technically feasible can be imple- 
mented and is morally permitted. Of course, this prin- 
ciple must apply. However, it is unacceptable that prod- 
ucts and manufacturing procedures get stuck in an 
increasingly impenetrable jungle of licensing procedures 
and compatibility examinations. We have piled up a lot 
of ballast in 40 years, which constitutes an obstacle on 
our road to the future. 


Beside the many opportunities that German unification 
entails, I see a great chance here to reduce bureaucracy, 
simplify procedures, and accelerate licensing procedures. 
Those who reject this should remember that reconstruc- 
tion in the fifties would not have taken place with the 
many rules and regulations that we have today. 
[applause] 


The federal government has developed a series of legal 
provisions and initiatives, such as the law improving 
investment conditions and the law on housing construc- 
tion. | wholeheartedly welcome the fact that this law can 
go into effect in a few days despite so many difficulties. 
Once this law is in effect, it is of decisive importance to 
see how the authorities at the land, regional, and local 
levels handle it. 


We must encourage thuse who are able and willing to 
assume responsibility to make use of their freedom of 
action in the sense of the acceleration effect that we have 
sought to achieve. Resolute, responsible, courageous 
action can achieve much more than many legislative 
measures can. [applause] 


Ladies and gentlemen, the German traffic issue must 
also be addressed in this context. We are the most 
important transit country. Our infrastructure cannot 
cope with the present traffic increase, not to mention 
future traffic. The traffic system is threatening to col- 
lapse in many places. I am quite sure that in this policy 
area, in this area regarding our state and society, we must 
also meet the challenge with new proposals that must 
take into account the increasing traffic and consider the 
environment and road safety. 


The Bundesbahn plays a special, environmentally 
friendly role. This is an example of where we jointly bear 
responsibility for developrnents over the past decades 
that are not right. That is why we have agreed on railroad 
reform, which I believe is absolutely essential economi- 
cally and ecologically. 


Ladies and gentlemen, we need shorter timetables for 
new communications not just in the new laender but 
throughout Germany. We have initiated legislative mea- 
sures in this respect. We must consider privatization in 
this area. All motorists, including transit traffic, must 
pay a toll to use our highways. It is an issue that must be 
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dealt with in Germany, but it is also a topic that must 
necessarily also be pushed within the EC because it has a 
European dimension. 


We find competition distortions unacceptable. I find it 
unacceptable that a vehicle tax of DM373,000 must be 
paid on a 40-ton truck in the Netherlands, while the 
figure is DM10,500 in our country. That is an attack on 
medium-sized trade, and we cannot accept it. [applause] 


Madame President, ladies and gentlemen, we all see that 
many expectations are currently being placed on Ger- 
many. Confidence abroad in our ability to master the 
present problems is great, sometimes frighteningly great. 
We all look back at important periods in our history. The 
enabling act anniversary [Nazi takeover of power] was 
commemorated in recent days. There is good reason for 
us to remember those who with great courage and 
personal commitment said no. 


If we want to learn something from the history of this 
century, I believe that the most important lesson is to 
seize the opportunity that we are being offered in the last 
few years of this decade and this century, namely the 
opportunity to unify Germany and Europe simulta- 
neously. If we do that, then we can make good on a great 
number of bad things that happened in the name of 
Germany in the past. That is why we advocate European 
unification wholeheartedly. Germany's decisive contri- 
bution to European unification—namely, a united Ger- 
many—is the most convincing way to reduce historically 
understandable and often unjustified reservations 
against Germany. [applause] 


The unified Germany will continue to contribute to 
world peace and freedom as part of the Atlantic alliance. 
This includes our support for a worldwide environ- 
mental partnership and the elimination of the North- 
South conflict. This is a vision of German policy which 
has often been demanded. It is a vision for which it is 
worth working. 


Ladies and gentlemen, it is a vision that requires effort 
and courage to face a new way of thinking. 


We will commemorate the 44th anniversary of the Basic 
Law’s proclamation on 23 May. Looking back at these 44 
years will provide a good opportunity for gratefully 
remembering the men and women who created our free 
and democratic society at the time and who did not 
resign but said yes to the future. Figures like Konrad 
Adenauer, Kurt Schumacher, and Theodor Heuss—I 
mention them in lieu of many others—showed our 
people the path to the future with farsightedness and 
courage. Since 3 October 1990, we, the Germans, have 
finally been able to proceed on this path together. I have 
no doubt that we will succeed if we both want that. It will 
be decisive in this respect to remember our strengths. 
With virtues like courage and reliability, diligence and 
responsibility, solidarity for our fellow men, and readi- 
ness to help, we will master the future. I would like to 
invite all of us to achieve that. [applause] 
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SPD’s Klose Assesses Solidarity Pact 


AU2503153693 Mainz ZDF Television Network 
in German 0900 GMT 25 Mar 93 


[Address by SPD Bundestag Group Chairman Hans- 
Uirich Klose to the Bundestag in Bonn—live] 


[Text] Madame President, ladies and gentlemen: Let me 
begin with a point of agreement. We Germans, as a 
whole and as Europeans, are greatly interested in stable 
democratic development in Eastern Europe, in our 
immediate neighboring country, Poland, and, above all, 
in Russia. We are following the struggle for power in 
Russia with great attention and increasing alarm, which 
I do not want to conceal. Our sympathy is with the 
democratically legitimate and elected President Boris 
Yeltsin—with him as a person—and with all those who 
are struggling for democracy in Russia and Eastern 
Europe. [applause] 


We, the opposition, explicitly support the Federal Gov- 
ernment in its effort to induce other Western countries 
to provide more aid for Eastern Europe—Western Euro- 
peans, the United States, and, above all, Japan, for 
whom border interests are apparently more important 
than interests of survival. 


Ladies and gentlemen, far more than 50 percent of all the 
aid that has been provided for Eastern Europe so far has 
come from the FRG. It is correct that far more is not 
possible and yet there must be more help because insta- 
bility in Eastern Europe and chaos in Russia would have 
serious consequences for the whole world, for Europe, 
and particularly for us Germans. I only mention one key 
word, migration, and everybody knows what to think. 


In this respect, we, Social Democrats as well as the 
Opposition, are prepared to cooperate with the govern- 
ment and support it. This has nothing to do with 
adaptation or stealing a glance at a grand coalition, 
which the media are constantly implying that we are 
trying to do. It has something to do with the responsi- 
bility of the state as a whole, which the Social Demo- 
cratic Party of Germany [SPD] also professes. Our work 
is also oriented toward public welfare. [applause] 


Ladies and gentlemen, this does not mean, however, that 
we agree with everything that the government does, even 
every nonsensical thing. When I mention this key word, 
AWACS occurs to me, as by itself. Ladies and gentlemen, 
the agreement that has been achieved here 1s really a 
perfect scream of government skill. [applause] An agree- 
ment on the basis that the vice chancellor sues the 
chancellor. Ladies and gentlemen, what about including 
an arbitration clause in the coalition agreement and 
establishing a special court of arbitration? Apparently, 
you need it because the ability to come to an agreement 
within the coalition has been exhausted, which is down- 
right ridiculous. [applause] To use this farce as proof of 
one’s ability to govern and the other's ability to govern is 
a feat to which one must be born, Graf Lambsdorff. 
Congratulations! [applause] 
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Ladies and gentlemen, the SPD has taken part in the 
negotiations on the Solidarity Pact. [shouts] We will 
certainly have an opportunity to discuss it in detail and 
we will not spare you our opinion on it. We do not intend 
to change our mind because we consider what you are 
doing really stupid and, since I am not a pacifist, as you 
know, I add that even if the Basic Law were amended in 
a way that Mr. Klose would like, | would not agree to 
such an operation because I would consider it an adven- 
turous venture to down aircraft over Yugoslavia while 
UN troops are engaged in humanitarian aid actions on 
the ground. I would consider this foolish. [applause] 


We will discuss it. There may be difference but what I 
wanted to point out is not the contents but the way this 
great coalition proceeds and its specific art of governing. 
[indistinct interjection] That is what I am doing now, 
colleague Schaeuble. That is why | am starting again 
now, if you permit. I am going to discuss the Solidarity 
Pact now. 


We took part in the negotiations on the Solidarity Pact. 
We were invited to take part. We accepted the negotia- 
tion result at the end of the talks, and this will remain so. 
I see Saxony Minister President Kurt Biedenkopf is 
present and smiling. 


Of course, ladies and gentlemen of the coalition, the 
result does not meet our expectations. We had other, 
more far-reaching ideas that were not accepted. They 
concern such measures as financing. We are indeed of 
the view that more resolute and more effective action 
should have been taken earlier. [applause] That is not, 
however, our responsibility. It is the government's 
responsibility. The government rejected relevant offers 
by the Social Democrats in the past several times, 
precisely, three times. That will cost the Republic much 
money. [applause] 


What we welcome, ladies and gentlemen, is the fact that 
the Solidarity Pact has come about and in this respect, I 
agree with you, Mr. Chancellor and the fact that it is 
more than just a pact on finances and financial distribu- 
tion. From the angle of the new laender, the agreement 
reached constitutes a step forward because the Solidarity 
Pact ensures their finances after 1995 and regulates the 
issue of former GDR debts, including the debts of the 
eastern Germany housing sector. We should assess the 
fact positively that the Federal Government has gener- 
ally accommodated the laender so as to achieve this 
result. [applause] Ladies and gentlemen, | also positively 
assess the fact that the Federal Government is ready to 
extend the credit line for the Trust Agency to guarantee 
the industrial cores in eastern Germany. Financing is 
ensured, but now we must decide swiftly and reliably 
which industrial cores should be maintained, what the 
development goal should be, whai period of time should 
be envisaged in this respect, and at what financial 
expense they should be modernized, converted, and 
supported in each individual case. [applause] 
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I know, ladies and gentlemen, this is above all a chal- 
lenge to the Trust Agency, but it acts by instruction of the 
finance minister. He should instruct the Trust Agency 
without delay to act, irrespective of the existing privati- 
zation Opportunities. This does not mean that the Trust 
Agency should discontinue its privatization efforts. It 
should privatize and, in doing so, should also consider 
minority participation, if entrepreneurial management 
cannot be won otherwise. Basically, the principle should 
be, however, that modernization must be given priority 
to privatization. [applause] 


This must also be said: One must not wait because soon 
there will no longer be any industrial cores about whose 
preservation one can quarrel if the uncertainty in many 
enterprises that still exist in eastern Germany continues. 


Ladies and gentlemen, the eastern German laender must 
participate. They must participate in the decision on the 
question of which enterprises must be preserved from 
the point of view of regional policy and those that should 
not be preserved. The eastern German laender cannot 
dodge this decision. I would like to add here that the 
response that all of them must be preserved would be 
understandable, but it is not realistic. A decision must be 
made considering future market chances and the indus- 
trial development at which it is aimed. At any rate, it 
must be spee?‘ly made. I emphatically repeat this 
demand. Enougn time has been lost. Too many enter- 
prises have disappeared and too many jobs have been 
destroyed. 


Ladies and gentlemen, we were not able to agree on 
specific marketing help for eastern German enterprises 
in the negotiations. At least, you, Mr. Chancellor, prom- 
ised in the negotiations that marketing help will be 
seriously examined. We also do not want to see the 
examination of this put off. Speedy work is also neces- 
sary here. At any rate, we will not tire. [applause] We will 
not tire of reminding you every now and then to keep 
these promises. 


Ladies and gentlemen, we are satisfied with the resolu- 
tions on the redevelopment of apartments and housing 
construction in eastern Germany. If our decisions are 
translated into reality, it would be a considerable contri- 
bution to overcoming the shortage of housing, employing 
people, and boosting the weak economy, particularly in 
the eastern German laender. 


Ladies and gentlemen, you know that we would have 
liked it—this was one point of criticism by colleague 
Dressler—if the western housing construction funds 
would at least have been steadied, while the medium- 
term financial plan provides for their reduction. Your 
side only referred to the western German laender that 
could step into the breach, which is understandable from 
your point of view, however. From our point of view, | 
must tell you that the shortage of housing, which is also 
dramatic in the west, will not be eliminated by passing 
the buck to others. [applause] 
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Ladies and gentlemen, an additional 2 billion [currency 
unspecified] for job-creation measures in 1993 are at 
least something. It does not suffice for steadying the 
employment figures on the second labor market on the 
present level. You know that, Colleague Bluem. There- 
fore, I am asking you to strive in time for the extension 
of the program because unemployment in the east is 
dramatic: 30 to 40 percent in real terms and it is even 
higher in some areas. Unemployment figures are also 
drastically increasing again in the west. This year alone, 
more than 500,000 jobs are expected to be lost. 


Ladies and gentlemen, if I were to follow the language of 
the Konrad-Adenauer House, | would have to impute 
these unemployed to you personally, Mr. Chancellor, 
and to your party. [applause] | leave that. I expect this 
government, however, to make the overcoming of unem- 
ployment the main point of its policy. [applause] Four 
million unemployed—in reality there are even more, as 
we all know—is depressing and dangerous and, from the 
point of view of the unemployed and those who are 
concerned about their job, unbearable. [applause] 


I would like to add that it would be good if the economics 
minister occasionally gave us the impression that he also 
considers it unbearable. We do not have this impression. 
[applause] 


There are also doubts about you, Mr. Chancellor. When 
I read your recent comments on the protests of the 
Rheinhausen steelworkers, | doubt whether something 
like pity exists for you. You used words for these 
protests... [unintelligible interjection] Listen first, per- 
haps you never picked that up. You said that these 
protests are funny and unacceptable. You called these 
protests a fuss because, at the same time, many thou- 
sands of jobs were being lost in the eastern German 
laender. That is correct, Mr. Chancellor. That is impor- 
tant. You cannot play the misery of one off against the 
even greater misery of the other, however. That is not 
possible. [applause] 


Two days ago. MUENCHNER MERKUR commented 
on the speech that you held before entrepreneurs as 
follows. I do not want to spare you the quote. Kohl's 
tasteless comments even increase the affected people's 
impotent anger at the responsible politicians. In this 
way, people who deserve sympathy are antagonized 
without any use and reason. I, and you as well, have to 
agree with this. [applause] You do not have to agree, but 
you could. [applause] 


Mr. Chancellor, | know very well that there is no central 
road to overcome unemployment. Labor market policy 
measures are one approach. A program for investments 
in the future, as proposed by us, could be a helpful road. 
You were not able to make up your mind on it, [unin- 
telligible interjection] not least because you lack the 
financial means that would be required for it. Ladies and 
gentlemen, you lack them through your own fault, how- 
ever. If you had told the people in time before the 
Bundestag elections that you would not manage without 
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personal sacrifices and tax increases, we would be in a 
better situation today. [applause] 


After one year, you permitted the solidarity surcharge to 
expire against your better judgment. The people and the 
economy had gotten used to this additional tax and 
accepted it. It would have been a responsible policy to 
tell the truth and do what had to be done. Instead, you 
stumbled into greater debts. One can feel sorry for the 
FRG finance minister; he is sick. I wish him a speedy 
recovery [applause] because, in reality, he is a minister of 
debts today. This year’s new net debts will amount to 
about 70 billion German marks alone at the end. By the 
way, Mr. Chancellor, it is remarkable that you also failed 
to mention this fact in your government statement with 
a single word. [applause] One does not solve problems by 
concealing them, however. Admittedly, Mr. Chancellor, 
additional tax increases that go beyond the ones that you 
are proposing are not exactly the last resort in an 
economic and structural crisis. Only somebody who no 
longer remembers his own words in the recent past can 
claim that these new net debts fit perfectly into the 
economic situation, however. 


We remember, however, such words well, including 
yours, Mr. Chancellor. We suggested introducing a soli- 
darity surcharge in the form of a surcharge on income tax 
at the beginning of this year. It was not easy for us to do 
that because we also know that there would have been 
considerable resistance. Numerous figures raised their 
voices, asked and unasked, stating that they would have 
commented after a positive decision, primarily in a 
negative way, I suppose. Still, Mr. Chancellor, | would 
like to tell you that your failure to adopt this necessary 
decision has further reduced the government's ability to 
act. This is what we are criticizing, not least because, due 
to your failure, another problem has remained unsettled. 
[applause] 


Just like us, you know that the financial burdens of 
German unity were not distributed in a just way, as Mr. 
Ruehe observed. Those who are subject to contributions 
have to assume a greater share of the burden than others, 
such as ministers and Bundestag members. A labor 
market surcharge designed to help solve this problem 
was vehemently rejected by you and the Free Demo- 
cratic Party of Germany. In that case you should at least 
have supported a surcharge on income tax that would 
have spared the lower incomes, however. Your promise 
to introduce a social component exceeding the basic 
tax-free amount in connection with the reintroduction of 
the solidarity surcharge on | January 1995 postpones a 
solution to the problem until after the next elections and 
is vague enough to cause distrust. 


Ladies and gentlemen from the coalition, the fact that 
you wanted to exacerbate the existing injustice by cutting 
social expenditure is characteristic of the policy of this 
government. [applause] 


This government does not stop talking about excessive 
social expenditure and required downward adaptations 
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while complaining about a lack of solidarity among the 
western Germans. Mr. Chancellor, you have split and 
desolidarized this society, and you would have con- 
tinued the process with the Consolidation Program if we 
had not stopped you. [applause] 


Mr. Chancellor, social peace is a positive factor for 
Germany’s position as an investment base. There is no 
point in governing or talking this positive factor to 
death. Yet, you are doing that by unilaterally assuming 
the role of the representative of the interests of the top 
performers. 


[Words indistinct] By the way, it is in line with this 
course that the discussion about unpaid sick leave has 
been rekindled recently. Are you out of your mind? Does 
Mr. Ost not know that the struggle for the continued 
payment of wages in the event of sickness caused the 
longest strike in postwar Germany? Do you want a 
repetition of that? Do you want to exacerbate the divi- 
sion of society? A society where discord prevails cannot 
be the goal of responsible government policy. 


Mr. Chancellor, you like to talk about abuse. Well, we, 
too—I would like to make this clear—are against the 
wrongful use of rights. Yet, this statement—I agree with 
you—is by no means restricted to social rights. I am 
certain that the wrongful use of subsidies and tax privi- 
leges is much more widespread than the abuse of social 
rights. [applause] 


We, particularly Mr. Dressler, pointed this out explicitly 
during the negotiations, and all the experts whom we 
consult see things that way. The government, however, 
warns against exaggerated expectations in view of these 
facts. In connection with social abuse they mention 
figures, targets that have to be achieved. As far as other 
forms of abuse are concerned, they remain silent. Mr. 
Chancellor, this causes distrust, a great deal of distrust. 
[applause] 


There is no need to mention that the representatives of 
the FDP particularly warned against exaggerated expec- 
tations during the talks on social issues. Everybody 
knows that. One need not explain that. [applause] 


Mr. Chancellor, you stated that you are concerned about 
Germany's attractiveness to investors. This is okay, 
because we are indeed facing problerns. You are wrong, 
however, if you believe that you can solve these prob- 
lems by cutting social benefits. Germany will always be a 
high-cost and a high-wage country. That was also the 
case in the past, but we did not have any serious 
problems then because we were superior to our compet- 
itors because of the quality of our products and services, 
because of our know-how, the reliability concerning 
delivery, and the excellent services that the German 
economy was able to offer. We are not necessarily less 
competitive today, but the others—you just mentioned 
that, Mr. Schaeuble—our competitors in Europe and 
eastern Asia have become better while we did not 
succeed in ensuring an advantage through innovative 
products and production methods. [applause] 
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The economy itself is also responsible for that. This must 
not be concealed. As a matter of fact, structural crisis 
also means management crisis. In addition, this govern- 
ment has not succeeded in developing an intelligent 
industrial policy. Ideological reasons play a certain role 
here, particularly among the FDP. Franz Josef Strauss 
saw things completely differently at the time. 


Ladies and gentlemen, we do not want to force the 
economy in the necessary directions and where innova- 
tion must be stressed. What is necessary is to draft a 
forward-looking policy in respect to the economy. 


It is a pity that federal funding for research and tech- 
nology was reduced over the past few years because I tell 
you that the Ministry for Research and Technology is 
more important for Germany as an industrial center 
than the Economics Ministry. [applause] Unfortunately, 
you do not see it in this way. We deplore this, as we 
deplore it and consider it proof of the management crisis 
that the economy has also clearly reduced research and 
technology expenditures. Here, Mr. Chancellor, you are 
challenged as a moderator and driver. The danger that 
we will not catch up with the next and the subsequent 
stages of industrial development is great. This must be a 
goal, which, by the way, can be reconciled perfectly with 
the necessities of innovative environmental policy. For 
me, a policy regarding Germany as an industrial center 
means the economic, ecological, and social moderniza- 
tion of the economy and society. Ladies and gentlemen, 
the future is not simply God-given. The future will be 
what we make of it. Make something of it, Mr. Chan- 
cellor! [applause] 


There is something else. At present—you also did it 
today, Mr. Chancellor—people are complaining much 
about excessive education and training periods. They are 
too long from my point of view as well. Ladies and 
gentlemen, however, if I visualize the context that the 
13th school year and the excessively lengthy duration of 
Studies are discussed, I have the impression that you are 
more interested in financial policy, a wrong financial 
policy, and less, if at all, in educational policy. [applause] 


As for the rest, Mr. Chancellor, in this context I take the 
liberty of asking three short and critical questions about 
your remarks: What do your complaints about the large 
numbers of students, pupils in schools that take them to 
higher levels, and the smaller number of apprentices 
mean? What are your conclusions from this? This is the 
first question. 


The second question is: Which children do you think of 
when you say that there are too many students? I have 
always had the impression that those who talk like this 
always think of other people's children, but not of their 
own! [applause] 


Third, Mr. Chancellor, do you know that those who give 
up their studies are not necessarily failures, not even the 
majority of them? As recent studies show, the over- 
whelming majority of them are people who immediately 
enter the professions with great success. They enter into 
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professions. You are shaking your head, Mr. Chancellor, 
but I tell you that you are simply not briefed well enough. 
We would be glad to present the relevant studies to you. 
[applause] We are prepared to cooperate with you, even 
if it is a matter of further personal education. [laughter, 
applause] 


As for the rest, Mr. Chancellor, | permit myself the 
following comment: As all experts can tell you, the 
reduction in the duration of education will cost you 
considerably more money and not less, at least for a very 
long initial phase. | add immediately that we Social 
Democrats are in favor of spending more money on 
education because Germany's wealth is not based on its 
natural advantages as an industrial center. We do not 
have natural resources, only a little coal and not even 
enough sun. Our wealth is based on the abilities of 
people, good heads, and skillful hands. [applause] Here, 
ladies and gentlemen, the cultivation of human capital 
must become a goal, which, by the way, is also urgent 
because of the demographic change. You mentioned it, 
Mr. Chancellor. The fact that the population is getting 
older forces us to make very foresighted policy. Mr. 
Chancellor, you know that. When will you draw the 
conclusion from this knowledge? When will further and 
advanced training in Germany become the fourth clearly 
defined and promoted pillar of our education system? 
[applause] 


I know that you alone cannot achieve that. The laender, 
the economy, and the trade unions would have to 
participate, but you should take the initiative as chan- 
cellor. You should provide the necessary impetus. 
Nothing develops out of nothing, nor out of government 
statements alone. [applause] 


Mr. Chancellor, you see that there is a great deal to be 
done, and we cordially ask you to do something. We 
would like to discuss what you do instead of having to 
criticize you for what you fail to do. Mr. Chancellor, you 
possess a great deal of latent energy, as everyone can see. 
We ask you to transform this energy into kinetic energy. 


{applause} 


Mr. Chancellor, please clear the path—in one way or 
another—for progress in Germany. [applause] 


Institute Says Recession Not Affecting All Sectors 


93EN0257A Duesseldorf HANDELSBLATT in German 
12-13 Mar 93 p § 


{Article by “ari™: “Recession Not in All Sectors of the 
Economy-—IFO: Long Discussion on Financial Policy 
Imperils Chances for Upturn in Western Germany™] 


[Text] Duesseldorf, 11 Mar—The Institute for Economic 
Research (IFO) in Munich believes it is unwarranted to 
describe the current period as western Germany's “most 
serious recession of the postwar period™ or “an eco- 
nomic catastrophe.” Although it diagnoses the average 
western German industry, notably such key sectors as 
mechanical engineering and road vehicle construction, 
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as undergoing a recession with clearly declining employ- 
ment, that is by no means true for all economic areas. 


Although hitherto hidden structural problems in the 
western German industry are now becoming apparent, a 
quick startup of the investment engine is unlikely, and 
no positive impulses can be expected from private con- 
sumption because of decreasing employment and 
increasing joblessness, the IFO does not think there is 
any reason to be in an “eschatological mood,” even in 
comparison with past West German recessions. 


The institute does not anticipate that the economic 
downturn in western Germany will necessarily continue. 
The reason being that the recession in the industrial core 
of the western German economy, which undoubtedly is 
also a result of years of below-average capacity utiliza- 
tion, has not spread, to any larger extent, to other 
economic sectors. In this connection, the IFO draws 
particular attention to the still-favorable economic situ- 
ation in the construction industry. 


In addition, the global economic climate, especially the 
cyclical economic prospects in the United States, has 
slightly improved. The Munich economic researchers 
expect that this will have a positive impact on western 
German exports this year. There is praise that wage 
policies and—although with much hesitation— 
monetary policies already have had some positive 
impact. 


No Further Tax Increases This Year 


Now it is for fiscal policy to act. The IFO calls for a 
consistent medium-term cost-cutting program, a longer- 
term general concept for restructuring the eastern 
German economy, and the abandonment in 1993 of 
further increases in taxes and other levies. This is all the 
more necessary “if the additional levies will only be used 
to finance unreasonably high and hence job-destroying 
negotiated wage increases in eastern Germany.” 


There is a good chance the economy will enjoy a cyclical 
change this year, the IFO says. However, the institute 
worries that, as a result of prolonged financial and fiscal 
debates, such an opportunity may soon be wasted. As for 
the solidarity pact negotiations, it favors the early pas- 
sage of the Federal Consolidation Program by limiting 
agreement to the basic issues of revenue sharing: neces- 
sary transfers to the new laender and how to finance 
them. The details of dividing up specific tax burdens 
between the federal government and the laender could be 
settled later. 


In this connection, it is interesting that business confi- 
dence for the next six months, which the IFO polls on a 
regular basis as part of its market research, did not 
significantly decline until the second half of 1992 when 
the debate of drastic tax and other levy increases, the 
disappointing level of new orders and the EMS [Euro- 
pean Monetary System] turmoil began to heat up. 
whereas the actual business situation was believed to 
already have progressively worsened since early 1991. In 
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contrast, during the 1981/82 recession, business confi- 
dence declined first, although the actual business situa- 
tion did not worsen until later. 


The IFO does not only study the recession in the western 
German industry on the basis of order and production 
figures and the business climate index, but also on the 
basis of capacity utilization data. According to that 
index, the IFO argues, the upper turning point of the 
present business cycle had already been reached in the 
fall of 1990. At that time, the 90 percent capacity 
utilization in manufacturing was higher than at the 
upper turning points in most earlier business cycles. The 
high percentage “signaled over-utilization.” 

Since then, capacity utilization has dropped continually 
to a final, seasonally-adjusted 80.5 percent in December 
1992—registering a significant decline for the first time 
in eight years below the long-standing average of 83 
percent. Although, at the end of 1992, the level of 
industrial capacity utilization was significantly higher 
than in the recession years of 1975 and 1982—with 76 
and 76.5 percent, respectively—the IFO expects capacity 
utilization to decline further during the first half of 1993. 


The IFO found that, for the economy as a whole, 
production capacity utilization in late 1992 did not drop 
to the recession level, but reached, or narrowly fell 
below, the long-standing average. This is because until 
then, the western German economy had been supported 
by the construction industry, by personal services, and 
the government. However, a further reduction in 
capacity utilization should be expected in the economy 
overall, since the bad situation in industry produces 
multiplier effects. 


Moreover, the IFO makes a special effort to point out 
that until May 1992, western German industrial produc- 
tion stayed at the extraordinarily high level of the 
unification-related boom year of 1991. Furthermore, up 
to half of the decline in the level of industrial capacity 
utilization should be “attributed to normalization,” that 
means, to downsizings in areas with extremely high and, 
therefore, destabilizing capacity utilization. 


March ‘Early Indicator’ Shows No Growth 


93EN0251B Duesseldorf HANDELSBLATT in German 
11 Mar 93 p § 


[Unattributed article: “Still No All Clear for Economic 
Growth—-No Change from Preceding Month, Western 
Orders Show Continued Downward Trend”) 


[Text] Duesseldorf—The HANDELSBLATT early indi- 
cator in March did not continue the slight upward 
movement of the preceding month. The actual growth 
trend stays unchanged at - 0.8 percent; a year ago, this 
figure was still + 1.4 percent. Hence no “all clear” signal 
can be given for the western German economic growth, 
especially since the stagnation of the early indicator 
conceals very different developments of the five indi- 
vidual items included therein. 
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Particularly orders received continue to point steeply 
downward. Three of the five individual items included 
in the early indicator have actually improved compared 
to the previous month, and two have softened further. It 
must be taken into consideration, however, that orders 
received and retail turnovers enter into the calculation in 
the form of ironed-out growth rates, so that it concerns 
not only the respective latest figures, but the medium- 
term growth trend of these time periods. 


Demand in the construction industry in November 
picked up by 4.2 percent compared to the preceding 
month, but 1 dropped by almost as high a percentage 
rate (- 3.9 percent) below the corresponding level of the 
previous year so that one cannot yet speak of a lasting 
trend turnaround toward the positive. Furthermore, the 
relatively mild winter weather favored construction 
dernand: so caution 1s advisable in the economic assess- 
ment of the latest figures. 


Nevertheless, construction demand is at present one of 
the hopeful economic signs, not least of all because of 
falling interest rates and recent growing demand for 
housing construction; here, orders received in the course 
of the past three months grew by no less than 21.5 
percent, and the level of the previous year was also 
surpassed by over 5 percent in November. 


Much less favorable is the present growth in the pro- 
cessing industry. Especially demand from abroad again 
dropped strongly in December (by 6.7 percent): it fell 
below the corresponding level of the previous year by as 
much as 17.1 percent. In addition to the continuing flat 
economy in West Europe, the declining price competi- 
tiveness of the western German export industry is also 
having its effect on this sector. Exporters evidently have 
great difficulty with the unusual constellation of a higher 
inflation rate than important trade partners and a simul- 
taneously strong German mark. 


The capital goods industry in particular suffered a fur- 
ther decline of 9.4 percent in December in demand from 
abroad; compared to December of the previous year, 
meanwhile a 22-percent drop in orders received 
occurred. Domestic demand also has not yet overcome 
its weak tendency. The 2-percent drop in orders in 
Decembers again was due mostly to the capital goods 
industry (- 3.8 percent), while in basic industries and 
consumer goods a consolidation on a lower level has 
recently occurred. 


Overall, this meant a further decline in orders in the 
processing industry by over 3.5 percent compared to the 
preceding month. Of course, this may also have been 
influenced by the Christmas holidays and the “bridge 
days” in December; but even the medium-term trend 
continues to point steeply downward. To turn it around, 
a noticeable improvement over several months would 
have to occur in the figures of orders received. 


Much more positive is the picture in retail revenues. The 
low point was already reached in July of last year; since 
then, a perceptible upturn has taken place which also 
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continued in December with a plus of almost 3 percent 
compared to the previous month. But great caution must 
be exercised in interpreting this growlu, since particu- 
larly in the last month of the previous year there prob- 
ably were some early buying effects due to the increase in 
the value-added tax [as of this year]. The drop in vehicle 
registrations in January indicates a corresponding set- 
back in the first months of the current year. 


The mood in western German industry continues to be 
very low. The Ifo [Institute for Economic Research] 
business climate index went down to - 41.2, after- 37.9 
in December. This was exclusively due to a further 
deteriorated assessment of the present business situa- 
tion; the corresponding partial index dropped from 
- 37.9 to - 41.2. By comparison, business expectations 
for the coming six months improved slightly from - 34.5 
to- 32.9. in January, export expectations for the coming 
three months with - 17.1 were somewhat less pessimistic 
than in the preceding month (- 20.0). This development, 
already observed in the previous month, indicates that 
the enterprises are very gradually beginning to see a 
light—albeit a weak one—at the end of the economic 
tunnel. 


On the financial markets, the gradual decline from the 
interest-rate high has meanwhile also reached the short- 
term sector. While the average current yield of fixed- 
interest-bearing securities dropped by another 0.3 per- 
cent to now only 7.1 percent, the interest rate for 
three-months monies decreased by almost half a per- 
centage point to 8.6 percent. The difference between 
long-term and short-term interest is still almost 1.5 
percentage points; but on the basis of steps taken mean- 
while by the Bundesbank to lower interest rates, the 
gradual return to a normal interest rate structure is 
probably under way. 


The figures published by the Federal Office of Statistics 
for the fourth quarter of the previous year confirm the 
recessive growth trend in the course of the year, which 
the early indicator had prognosticated. True, the average 
annual growth rate of the real gross domestic product is 
shown unchanged at |.5 percent, as was already the case 
in the preliminary annual statement of accounts pub- 
lished in January. But as expected, corrections were 
made within the individual three-month periods which 
clearly demonstrate the growth trend decreasing from 
one quarter to the next. The course of the early indicator 
signals that this trend will continue at least in the first 
quarter of this year, but probably also until mid-year. 
According to the present data situation, the low point 
will have been reached by then. 


[Box| 


The main purpose of the HANDELSBLATT early indi- 
cator, introduced in January 1992 and since January 
1993 appearing in a further developed version, is to 
show economic turning points in a timely fashion. It is 
based on various individual indicators for the western 
German economy. The early indicator precedes the 
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overall production development by about three months. 
The reference figure is the moving average annual rate of 
the real gross domestic product for western Germany, 
i.e., the growth in each of the last four quarters relative to 
the corresponding time period in the preceding year. 


Steel Official Calls For Negotiated EC Quotas 


93ENO2S9A Munich SUEDDEUTSCHE ZEITUNG in 
German 11 Mar 93 p 22 


[Interview with Steel Economic Association President 
Ruprecht Vondran, by Werner Jaspert: place and date 
not given: “Without Quota Negotiation, No Steel Cartel: 
Brussels Wants To Wash Its Hair....""] 


[Text] Ruprecht Vondran, president of the Steel Economic 
Association in Duesseldorf and architect of the “entrepre- 
neurs’ structural crisis cartel,"’ which is intended to help in 
overcoming the steel crisis in the EC, is anything but pleased 
with Brussels’ reactions to his plan for restructuring. The 
Bundestag member (CDU) [Christian Democratic Union] 
plans to bring this home during today’s debate over the steel 
industry in Bonn. Vondran told the SZ [SUEDDEUTSCHE 
ZEITUNG] frankly that the conditions for effectively stream- 
lining the market do not yet exist. 


[Jaspert] The anxieties of the German steel industry over 
its economic existence seem to become more serious day 
by day. In Rheinhausen an optimum location for steel 
production is being completely abandoned for the first 
time. Does it still make any sense at all to manufacture 
steel in Germany? 


{Vondran] As long as there is a large, highly developed 
steel-working industry in this country that is strong in 
exports and that attaches great importance to cooper- 
ating closely with a German materials industry, it makes 
sense to produce steel in Germany. And the current 
slump in steel obscures the fact that there are still phases 
during which steel yields a profit. In this branch of 
industry things are always going up and down. We are 
currently in the ninth cycle since the war. 


Worst Crisis 


[Jaspert] The current steel crisis is said to be the worst 
since the war. Do you agree with this? 


{Vondran] Yes. It is especially bad because of the structural 
factors added to the difficulties we already face with the 
economy. We must work out a new division of labor with 
the countries of Eastern Europe. The deterioration of the 
U.S. steel market is also of a structural or at least a political 
nature. The largest steel market in the world is to a great 
extent being closed off. I hope, of course, that it will still be 
possible to correct this through political means. In addition, 
we must deal with the issue of subsidies and the resultant 
problem of excess capacities. 


[Jaspert] Is it not also true that the German steel industry 
has lost its position of leadership in cost effectiveness in 
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Europe since the last slump, and thal it musi now cut 
back on capacities even more drastically to become 
competitive again? 


[Vondran} Earlier, we were alone at the top of the 
European productivity scale. Today this is no longer the 
case. Not because we have become less productive, but 
because others have caught up with us, particularly the 
British and French. Because we must cope with particu- 
larly high labor costs, we must outdo others in terms of 
output. We are still counted, however, among the leading 
firms in the European steel industry. 


[Jaspert] Time and again you have distinguished yourself 
as an Outspoken warrior against the terrible state of 
affairs the subsidy system is in. Word in Brussels is that 
none of it can be proved. Do you have any evidence? 


[Vondran}] We do not lack for evidence. An example: 
Alone, the Italian state-owned concern Ilva has incurred 
losses of 3 billion German marks [DM] and has amassed 
a DMI16 billion mountain of debt. In contrast, the 
Kloeckner works have lost DM230 million and have 
incurred DM2.8 billion in debt. The German firm has 
given notice of a composition and will now have to battle 
against bankruptcy. At Ilva, however, there is neither 
sight nor sound of comparable developments. The Ital- 
ians appear to have subterranean hot springs of money to 
supply their firms with new lifeblood over and over 
again. Our firms, on the other hand, are on their own in 
the cold reality of competition. I could cite other exam- 
ples. In Spain the situation is similar. 


[Jaspert] Is Bonn not doing enough to assist the German 
steel industry on the subsidies issue? 


[Vondran] Bonn has become more committed during the 
past 18 months than in prior years. Before then the capital 
assets of the German steel industry were managed politi- 
cally. During both the liberal socialist period and the period 
that followed concessions were made in the Council of 
Ministers that, in the end, the steel industry had to cope 
with on its balance sheets. A change took place during the 
term of office of Federal Minister Juergen W. Mocllemann. 
First, in the summer of 1991 he cleared the way once again 
for DM2.5 billion in subsidies for Ilva. Then during the 
second half of his term of office he consistently spoke out 
against the misuse of subsidies. So far the same has been 
true for his successor Guenter Rexrodt. We hope he will 
remain firm on this issue. 


[Jaspert] Brussels has largely given the green light to a 
structural crisis cartel you have organized. To what 
extent have wishes remained open, and won't it be much 
too long before it becomes effective? 


{[Vondran] The words “structural crisis cartel” are not 
popular in Brussels. And I don’t want to get mixed up in 
semantics. What is critical is that firms be able to discuss 
among themselves who is to remain in the market and 
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who will have to go, without interfering with the right to 
free trade. What must be negotiated, then, is who will be 
able to invest more in their plant in the future and who 
will have to cut back on capacities. Those who take on 
additional utilization and profit from it should provide 
financial compensation to those who surrender demand. 
In this way they will be contributing to financing their 
social welfare programs and to writing off assets. 


[Jaspert] Voluntary cartels are as a rule the more malig- 
nant variants compared with controlled compulsory car- 
tels. Are you hoping that the voluntary structural crisis 
cartel will have a correspondingly forceful effect? 


Short-Term Help 


[Vondran] The compulsory cartel of Article 58 of the 
ECSC [European Coal and Stee! Community] Treaty did 
not prove too worthwhile at its first and only applica- 
tion. It was extremely dense, it led to quite arbitrary and 
politically motivated decisions, and it eventually went 
down amid a flood of complaints. The compulsory cartel 
was also unsuccessful in ridding the market of excess 
capacities. An entrepreneurs’ approach, such as has been 
developed by the Steel Economic Association, is there- 
fore clearly the better alternative. 


[Jaspert] Then to what extent is Brussels behind you? 


Consequences Feared 


[Vondran] The Brussels plan appears to be: Wash your 
fur, but don’t get it wet. That is the only way I can 
understand the repeated indications that quantity regu- 
lations are not allowed and external support is allowed 
only in limited areas. It would be illusory to believe that 
a firm could come up with sums of money in the high 
millions to make a withdrawal from the market easier for 
its competitors. At the same time, however, it could 
remain undecided whether a firm would receive a valu- 
able market share. In such a system the firm's payment 
would be clearly defined. The return, however, would 
remain vague. No responsible manager wants to get 
mixed up in this. To do so would be to violate his 
obligations according to corporate law. 


According to the EC Council of Ministers decision of 25 
February 1993, there will be a short-term stabilization of 
the market. Here politics was helpful in any case. The 
requirements for a radical streamlining of the market 
that will remain effective in the long term, however, still 
remain to be settled. If this does not occur, then after a 
temporary upswing in the market we will soon be back 
facing the same problems we are today. I would consider 
that regrettable. 


Commentary Says Quotas ‘No Help’ 
93EN0259B Munich SUEDDEUTSCHE ZEITUNG 
in German 11 Mar 93 p 15 


{Commentary by Peter Hort: “Quotas Offer Steel 
industry No Help”) 
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[Text] Brussels—lIs there anyone who could not sympa- 
thize with the Rheinhausen steelworkers? Combined 
with their despair over losing their jobs is fury, not only 
over the aid from Bonn that has failed to materialize; 
they are also angry with the institutions of the European 
Community. 


Has Brussels not shamefully abandoned them? Should 
the EC Commission and the Council of Ministers, pur- 
suant to Article 58 of the ECSC [European Coal and 
Steel Community] Treaty, not have promptly declared 
an “obvious crisis” and introduced production quotas 
for all European steel producers? Fortunately they did 
not do this. For the present the firms themselves must 
make sure that the excess capacities are reduced and 
unprofitable businesses are closed down. And in the end 
this can be decided only within the firms. Who better 
than company management should be able to assess 
market prospects and profitability of production? 


In the early eighties, when the industry was already 
suffering from a decline in demand and a drop in prices, 
Brussels decided differently. In October of 1980, at the 
instigation of then Belgian Commissioner Etienne Dav- 
ignon, a crisis cartel with production quotas was set up. 


Like every other cartel, the Davignon Plan did more 
harm than good: Through the official assignment of 
quotas it provided a false sense of security that could not 
last for long to the firms and their employees. As 
administrator of the quota system the Brussels Commis- 
sion was overtaxed from the very beginning, since every 
cartel tends to circumvent production requirements. 
Above all, however, EC officials were saddled with a 
responsibility which they could not fulfill in a commu- 
nity of members who are more or less committed to the 
market economy. Even in times of hardship it is always 
better to allow the firms themselves to decide on produc- 
tion and employment levels; in the end, state assistance 
remains arbitrary. 


The fact that the Davignon Plan was able to provide little 
help to the European steel firms and distributed the burdens 
of production limitations unevenly is becoming clear today 
not only because the industry is in a similar crisis. The 
production quota system penalized the good, progressive 
steel producers and rewarded the backward competition. 
That is what happens when quasi-political committees make 
decisions that are better left up to the market. 


German steel firms in particular have suffered under the 
competitive disadvantages that were prescribed at that time. 
Added to this was the fact that the subsidies code that was 
linked to the Davignon Plan was violated over and over: In 
Italy, France and elsewhere, state subsidies—often hid- 
den—were paid out, which did not agree with the regula- 
tions of the ECSC Treaty. The EC Commission did not 
always investigate \wese violations with the requisite vigor. 
The Commission also appears to have fallen over and over 
for the tricks of some EC countries. 
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In view of the less than encouraging experiences of the 
Davignon Plan, the EC Commission and governments 
agreed two weeks ago on a more market-cconomy ori- 
ented course. This time the responsibility for reducing 
excess capacities and the inevitable plant closings will 
remain with the firms themselves. 


They should, however, be able to agree among them- 
selves upon the generally anticipated gradual reduction 
in production capacities. It remains to be seen which 
plant closings will result from these arrangements. By 
September the governments hope to be clear on this, and 
by the end of next year the self-prescribed streamlining 
should be at an end. It is hoped that the painful adjust- 
ment process will be accompanied by authorized finan- 
cial assistance from the Community treasury, and that 
the governments may support the steel producers with 
nationa! assistance. 


The basis for the debates in the Brussels Council of Minis- 
ters is a report by former EC Chairman Fernand Braun. At 
the request of the Brussels authorities, since November of 
last year he has held talks with ninety steel oroducers and 
has sounded them out regarding their preparedness to close 
down. According to Braun’s findings, the Community's steel 
industry considers it possible to reduce raw steel capacities 
by just under 26 million tons and rolling-mill manufacturing 
by 18 million tons. This “offer” of plant closings is admit- 
tedly not enough. The streamlining of the market will have 
to go deeper. 


The Commission estimates current excess capacities to 
be around 30 million tons for raw steel and 20 million 
tons for rolling-mill production. An attempt should now 
be made to obtain further assurances of plant closings 
from the firms. At least 50,000 of the around 370,000 
jobs in all EC steel-producing areas are expected to be 
lost. Because Germany is by far the largest steel producer 
in the EC, Germans will be required to make a greater 
sacrifice than others, according to the numbers. It will 
probably be of little help to the people in Rheinhausen to 
remind them that thousands of their colleagues in neigh- 
boring countries are suffering the same lot. Due to 
considerably poorer social benefits, many are much 
worse off. Steel production has become too costly in 
most countries in the EC. However, closing Scotland off 
to less costly suppliers, particularly from Eastern Europe, 
is no solution: The Community must not become a 
fortress against the young democracies in the East. 


It is thus even more essential that Brussels adhere strictly 
to the ban on state assistance. The fact that the Commis- 
sion has just postponed a decision regarding the legality 
of a 650-billion-lira subsidy for the Italian steel concern 
liva is not a good sign. It fosters the suspicion that 
Brussels is not particular about subsidy controls. 
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93EN0251A Duesseldorf HANDELSBLATT in German 
11 Mar 93 p 9 


[Article by Christa Meyer-Koester and Frank Matthias 
Drost: “Tie Subsidies for Eastern German Industry to 
Profitability”} 


[Text] Leipzig—Even two and a half years after German 
unification, eastern German industry depends on massive 
aid to make up for competitive disadvantages. On the 
occasion of the Leipzig Spring Fair, there was a controver- 
sial discussion on “how” at the HANDELSBLATT Eco- 
nomic Forum. Dr. Tyll Necker, president of the Federal 
Association of German Industry (BDI); Saxony’s Economics 
Minister Dr Kajo Schommer (CDU) [Christian Democratic 
Party}; and Professor Dr. Lutz Hoffmann, president of the 
German Institute for Economic Research (DIW), were 
agreed that investment stimulation alone is not enough to 
balance the disadvantages. 


Tyll Necker advocated support for eastern German 
industry that is tied to the net product (see HANDELS- 
BLATT of 25 Jan 93). This criterion would create a 
stimulus to increase self-earned performance. At present, 
the motto seems to be, “the higher the loss, the higher the 
subsidies,” which lead to wrong attitudes. The BDI chief 
asked what could be a better yardstick for state subsidies 
than the profitability achieved in the market. 


Necker continued that he is puzzled why the political 
forces in Bonn do not understand that “it is much, much 
cheaper to reward success and performance than losses.” 
Necker’s plea was supported by Schommer, board 
chairman of Deutsche Waggonbau AG; Peter Witt, man- 
aging director of Niles Werkzeugmaschinen GmbH; and 
DIW president Hoffmann. Hoffmann called market- 
guided subsidizing an “excellent idea.” 


For this year, the DIW president anticipates a 3 to 4 
percerit increase of the gross national product in the new 
laender. For the old laender he expects a drop of “at least 
1 percent.” Last year, the new laender still recorded a 
growth of 6.1 percent. The recession in western Germany 
is spilling over into eastern Germany. Hoffmann 
observes “a strange picture” in the new laender: The 
processing industry contributes only 15 percent to the 
gross national product. That is a ratio that exists in 
developing countries such as Sri Lanka or Honduras. 


Hoffmann rejected restructuring attempts in which state 
institutions such as the Trust Agency decide the granting 
of subsidies, excluding the market. Schommer said that, 
in principle, it is a matter of preserving the industrial 
base which is absolutely necessary for the economic 
build-up of the new laender. A waiver of industrial 
profitability would perpetuate the dependence on social 
and consumption transfers from the old laender. 
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Schommer pointed to the example of the Saxon metal 
and electrical industries. Compared to 1989, already 80 
percent of the jobs were eliminated. In commercial 
industry, an average of 60 percent of all jobs were lost. In 
view of this dramatic development, the economics min- 
ister pleaded for “support.” Enterprises that were 
pushed overnight into competition must be given a 
chance. The CDU politician demanded that, before the 
“eastern German contestants are taken out of the race,” 
the enterprises “should be given the same equipment as 
their western German competitors, and a training period 
be conceded them.” 


Recession Intensifies Competition 


Such beginnings already exist. Schommer mentioned the 
agreement with the Trust Agency (Atlas model). Accord- 
ingly, Saxony supports with its stimulation tools those 
enterprises which the Trust Agency has declared capable 
of restructuring. At the same time, the Trust Agency 
must grant a modernization period of several years. To 
Necker’s misgivings, Schommer replied it is not true that 
the enterprises to be restructured are selected by “poli- 
ticians and labor unions.” Proven experts examine the 
concepts of the enterprises for their ability to be restruc- 
tured and make independent decisions. 


If Trust Agency enterprises are classified as restructura- 
ble, they must also be “accompanied managerially.” In 
Schommer’s view, the Trust Agency is the wrong partner 
for that. 


Competition is becoming stiffer for enterprises in the 
new laender due to the recessive economy. Peter Witt is 
also experiencing that. The board chairman of Deutsche 
Waggonbau AG, the largest European manufacturer of 
rolling stock, stated that, while at first after the turn- 
around one could feel almost a wave of willingness to 
cooperate, today everyone is intent on making full use of 
his own capacities. But, said Witt, Deutsche Waggcenbau 
AG will hold its ground even in a recessive phase. The 
enterprise still has a wage-cost advantage in the compe- 
tition, and it also had progressed well in productivity. 


Witt expects that, of a total turnover of 2 billion 
German marks [DM] this year, DM700 million will be 
transacted with western customers. He named as cus- 
tomers the Bundesbahn and Reichsbahn [Federal Rail- 
road and Eastern German Railroad], and also munic- 
ipal transport enterprises. 


For an enterprise such as Deutsche Waggonbau AG, the 
market of CIS countries continues to be indispensable. 
In 1991 and 1992, with the help of Hermes-guaranteed 
loans, a delivery volume valued at DM1.5 billion was 
carried out. However, the Russian customers no longer 
service the loan interest so that the Federal Government 
must be held liable. Nevertheless Witt assumes thai the 
Hermes guarantees will continue for a foreseeable time. 
The enterprise had tried in vain to do barter trades. The 
quantities were lacking. 
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He is concerned because an application for additional 
Hermes guarantees has noi yet been answered. If this 
does not happen by Monday of next week, Deutsche 
Waggonbau would have to stop production for CIS and 
put “a lot of people” on short-time work. Stockpile 
production, as even a year ago, 1s no longer possible. 


In contrast, Tyll Necker said with unmistakable clarity that 
if the CIS does not pay, no Hermes export promotion can be 
expected. The Federal Government 1s bound by the budget 
rule. Necker warned against considering exports to the East 
as a basic food, they can only be a side dish 


Kiopsch said that Niles Werkzeugmaschinenbau GmbH, 
in its core business of special machine-building, had 
always been a “niche” supplier. Even in 1989, very 
atypical for an eastern German enterprise, the export 
rate to the West had been 40 perceni, to the East, 35 
percent. After a pronounced dry spell, 1993 looks more 
favorable. The most important export markets are the 
EC countries, the United States/Canada, Asia/Southeast 
Asia. Klopsch listed the export rate at 56 percent, that of 
the core business at even 90 percent. 


Preservation and Creation of Jobs 


AS a means to increase rates despite the market trend, 
Klopsch mentioned intensification of research and 
development, and increased utilization of the “human 
potential.” Although one has to “economize absolutely” 
as a Trust Agency enterprise—the work force was 
reduced from 2,250 (1990) to 487 and will be around 400 
by the end of 1993—tresearch has been enlarged. 


Tyll Necker—who in 1991 had bought a factory near 
Potsdam, which, as manufacturer of produce harvesters, 
was 90 percent dependent on fruit markets—also reacted 
to the changed competitive conditions with innovations 
and shifting of product sectors. A serious factor was that 
the East's collapse had come much faster than a position 
could be built in Western markets. 


All panel participants stressed, albeit with varying 
emphasis, the role of wage policy and closing the gap 
between wage and productivity development, so impor- 
tant for the competitiveness of eastern German enter- 
prises. For Tyll Necker, the answer 1s clear: If distributed 
incomes grow faster than earned incomes, the transfer 
payments from the west will further increase irrespon- 
sibly. To illustrate his viewpoint, Necker mentioned this 
hypothetical arithmetic example: One cannot earn 
DM3,000 and spend DM6.000. With a 5-percent 
increase in income and a 20-percent rise in expenditures, 
bankruptcy is only a matter of time. 


The losers of unification ever . 
So the top priority must b 

possible into paying jobs. Bu > » weans that the 
income development must be curbe. s being done in 
the west. A recommendation for enterprise in the cast is 
to boost their productivity. No enterprise in the west 


the unemployed. 
‘any people as 
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could cope with a 26 percent wage increase as demanded 
by IG Metall [metalworkers’ union] for the east. 


The board chairmen from the east saw the wage 
problem in a more differentiated way. Peter Witt said 
a raise by 26 percent, counting in everything, would 
bring the wage level to 57 percent of that in the west. 
One must see to it that the people in the east are also 
paid appropriately, and prevent their moving away. 
Only contented employees would also perform well. 
With unusual sharpness he turned against the Com- 
bined Metals’ Association which tries to dictate from 
the west what 1s to be done in the east. His enterprise 
would pay more than the 9 percent offered by 
employers to prevent his employees from leaving. 


Peter Klopsch, a board member of the Berlin-Brandenburg 
Employers’ Association, who had joined in approving the 
agreement on wage adjustment and also terminated it two 
weeks ago, today knows that an across-the-board wage 
agreement for all sectors was a cardinal mistake. Out of 
ignorance one had adopted something that its actually 
already outdated in the west. Rather, one should have 
banked on flexibility, since the question is how wage 
increases can be justified economically. 


For his enterprise, Niles said that productivity is now 
over 70 percent of the comparable western level. A wage 
raise, as can be expected on | April! after termination of 
the wage agreement, would bring an adjustment to 58.5 
percent of the western level. However, the cost of living 
in eastern Berlin had long since reached the western 
Berlin level. Necker justified the “eastern purchasing 
offensive,” initiated by German .«dustry in cooperation 
with the Trust Agency, by saying if someone has orders 
to fill he needs no subsidies. At present, the west delivers 
almost seven times as much to the east as it buys from 
the east. This “unusual situation” is to be improved with 
the help of the purchasing initiative. The planned 
increase of the buying volume in the east, from DM25 
billion in 1991 to DM50 billion by 1995, is an ambitious 
goal considering the recessive tendencies in Germany, 
said Necker. In view of the shrinking purchasing volume 
of western German enterprises, it is doubly difficult to 
implement annual rate increases of 20 percent to 1995. 
Nonetheless, the boards of 30 large corporations had 
decided on this step in a pilot action. In September, an 
interim balance sheet is to be drawn up. 


Parallel to this purchasing offensive, other measures are 
also under way. For example, eastern German suppliers 
are to be trained by western German buyers. Tyl! Necker 
pointed out the limitations of this aid: “A purchasing 
offensive can never replace a sales offensive. “Nor- 
mally, continued Necker, “the seller goes to the buyer.” 


To eastern German enterprises trying to gain a foothold 
in the western German market, DIW chief Hoffmann 
recommended the Japanese example. Whether optical 
instruments or automobiles, Japanese firms had found 
access to the German market by offering goods of the 
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same quality, but at more favorable prices than the 
German competition. Eastern German enterprises must 
provide themselves with “elbow room for lowering 
prices.” A recent DIW poll of many small businesses in 
the east proves thal this is being tried. 


Schommer thought 11 unfair that Saxon subsuppliers, to 
gain market access, must grant a price rebate of up to 20 
percent compared to their western German competitors. 
In this context, Schommer criticized the “western 
German buyer cartel.” 


Breaches of Privatization Agreements Increasing 
93EN0257C Bonn DIE WELT in German 10 Mar 93 
p13 


[Article by Andreas Middel and Uwe Mueller: “Contract 
Penalties Often Bring Trust Agency Aggravation Rather 
Than Money”) 


[Text] Berlin/Leipzig—Birgit Breuel has nothing good to 
say about Krupp-Hoesch chief Gerhard Cromme. Even 
in public, the Trust Agency president leaves no doubt 
about that. In interviews, she regularly accuses the influ- 
ential manager of “breach of contract.” 


Responsible for this disgruntlement is the Krupp Stahl 
[Steel] subsidiary in Bochum. When it acquired the 
Oranienburg cold-rolling mill, the firm promised the 
Trust Agency to preserve 600 jobs and to invest 45 
million German marks [DM]. But only two years later, 
the promise turned out to be worth less than the paper it 
was written on: “Employment was slashed to 131 
employees and the investment total was reduced sub- 
stantially.” 


Long since then, contract violations, such as Krupp 
Stahl’s, have become the order of the day. More and 
more frequently, Trust Agency controllers find that 
companies break agreements without showing the leasi 
bit of inhibition. Nothing deters them, neither contrac- 
tually fixed fines, called “Poenalen,” nor denunciation 
in the media. Defrauding the Trust Agency is considered 
a gentleman's crime. 


The excuses are always the same. Listed are declining 
business activity, lost market shares, or modest produc- 
tion growth. These are the arguments the Trust Agency 
uses for maneuvering: at one point, it announces tough- 
ness, then again it signals that it understands. Bad for the 
morale: so far, no legal action has ever been taken against 
any investor. The consequences are fatal for eastern 
German reconstruction. 


The Trust Agency's past activities were supposed to 
produce more than 1.3 million jobs in the new Laender 
and over DM125 million in investments. Pessimists 
believe that these estimates must be cut by one-fourth. 
Hans-Hubert Luerken, former head of the Trust Agency 
branch in Frankfurt/Oder and, since carly March, in 
charge of contract control at the Trust Agency headquar- 
ters in Berlin, believes that far more than 20 percent of 
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the currently existing, nearly 40,000 sa tracts must 
be renegotiated. The trend is rising. However, Luerken 
promises to be tough in those cases: “We, at the Trust 
Agency, have nothing to give away.” The coming months 
will show whether he will be able to stick to this position, 
because it is very difficult to make most of th. investors, 
who so far have pulled out, accountabie. 


The majority of them signed contracts in the early phase of 
the Trust Agency. Detlev Rohwedder, then head of the Trust 
Agency, was happy when he could find any interested buyers 
at all from the west. For this reason, none of the contracts 
signed between 1990 and the spring of 1991 include any 
fines or similar clauses. Only since then is the Trust Agency- 
Berlin in a position to threaten with stiff penalties for failure 
tO meet certain contract obligations. 


The Trust Agency's first experience with the breach- 
of-contract was with the mechanical engi- 
neering company FAG Kugelfischer. In November, the 
Schweinfurth firm purchased the DKF Kugellagerfab- 
riken [ball bearing factories] in Chemnitz. But instead of 
investing DM350 million in the company, the Bavarians 
abruptly liquidated it. Losses in western Germany that 
endangered its very existence led to the firm's disengage- 
ment in the east. 


In the meantime, such incidents are occurring more and 
more frequently. Schiess AG, which is part of the metals 
factory, wants to shut down Union GmbH, Chemnitz, 
the oldest machine toolmaker in Germany. Pfersee- 
Kolbermoor AG, Ausgsburg, controlled by the Frankfurt 
entrepreneur Claus Wisser, completely pulled out of 
Plauener Spitzen GmbH [Plauen Lace]. Continental AG, 
Hannover, after acquiring Vogtlaendische Reifenwerke 
GmbH [Vogtland Tire Manufacturing Company], 
Plauen, closed the company down. 


The Swiss firm, Alcor Chemie, cut the thread to Mae- 
rkische Faser AG [Mark Brandenburg Fiber, Inc.}. The 
interesting point in this case is that the Trust Agency, 
meanwhile, is buying back from Alcor on a piece- 
by-piece basis the real estate and immovable property 
the Swiss acquired with Maerkische Faser, while Alcor 
uses the proceeds to finance continuing wage payments 
to almost 2,000 employees. That comes to a total of 
about DMS0 million—at the expense of the Berlin 
agency and hence the taxpayer. 


Whether the Trust Agency will ever recoup one penny in 
fines from the Swiss, who paid only DMS million for 
Faser, is anybody's guess. This is because Alcor has so far 
steadfastly refused to declare bankruptcy. Only under 
bankruptcy could the Trust Agency recover the—after 
all—DM40,000 per job, that is, the fines contractually 
agreed on in the Maerkische Faser case. But even then, 
the employees of Maerkische Faser would benefit very 
little. For one thing, their jobs would be gone. 
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Article on Thuringian Farm Privatization, Leases 
93EN0257B Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 12 Mar 93 p 17 


[Article by “cpm.”: “About 1,600 Lease Applications for 
BVVG Farmland in Thuringia”) 


[Text] Erfurt, 11 Mar—Thuringia’s farmland, to the extent 
that it is presently administered by the BVVG [Land Utili- 
zation and Administration Corporation] in Berlin, is sup- 
posed to be leased this year for a period of up to |2 years. 
The Thuringian branch of BVVG in Erfurt states that it 
administers 12 percent of Thuringia’s farmland. More than 
8 percent of the land is owned privately and about 5 percent 
by iocal governments. So far, BVVG has received some 
1,600 leasing bids for the land. 


Following an initial, preliminary evaluation of the bids, 
BVVG will seek the opinion of the respective agricul- 
tural office, which includes a leasing commission. 
Should BVVG disagree with the vote, the Ministry of 
Agriculture is required to intervene. The review is sup- 
posed to be completed by the end of Apri! so that the 
leases can be concluded starting in July, and awarded by 
30 September. Decisive for the award is the method of 
operation and the acreage requests of the bidders. In 
cases of equivalent methods of operation, so-called 
“Wiedereinrichter™ [farmers who previously owned land 
and want to repossess their land] and local former 
owners of “agrarian-reform land™ have preference. The 
order of precedence ranks local “Neueinrichter” [new 
farmers who want to own land], registered cooperatives 
as well as similar enterprises, and finally, “Neueinrich- 
ter” moving to the area. 


In the past, in Thuringia (as in the other eastern German 
laender) leasing contracts could be signed for one year 
only, to ensure that nothing would stand in the way of 
possible future reprivatization of the farmland. The 
current 12-year leases offer the farmer a more reliable 
basis for planning, and his bank has greater collateral 
security. We understand that, in order to make it pos- 
sible to return land with a long-term lease to its former 
owner, new leasing contracts will include special cancel- 
lation clauses. 


The ministry concerned believes Thurin ,ja’s agriculture has 
successfully completed the first stage of its restructuring 
program. But “the new cadres must expand their expertise,” 
says Thorsten Eichenauer, head of the ministry's policy 
division. Specialized training in the hitherto separate areas 
of animal and plant production must now be complemented 
by the respective other area; but the most important element 
iS 10 Study business administration. 


In line with the Agricultural Adaptation Law, former 
socialist farm enterprises had to be made entities under 
western German law by the end of 1991. Land had to be 
reassigned, and inventory bought by former independent 
farmers and the inventory contributed by them in the 
form of money had to be reassigned to its owners, its 
value reassesssed and eventually paid back. Thuringia 
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has strengthened this process by establishing a confer- 
ence committee, in which the ministry, the farmers’ 
associations, and the Farmland Consolidation Authority 
are represented. The problems are considered resolved 
in almost all instances. Another committee is working on 
the last fifth of cases which present particularly difficult 
problems. 


At the end of last year, the Thuringian Ministry of 
Agriculture knew of 468 enterprises that were legal 
entities, among them 270 registered cooperatives with 
limited liability, 143 corporations under German law, 
and 27 stock companies. They are in charge of 81 percent 
of the 721,000 hectares of Thuringian farmland and of 
taking care of 80 percent of the animal stock. The 
cooperatives work, on average, an area of | ,600 hectares. 
The number of “Wiedereinrichter” fell short of expecta- 
tions. There are some 3,400 farming enterprises “of 
natural person” in Thuringia. Most of them are indi- 
vidual farmers, but 71 of them are corporations under 
civil law. Economically important are above all the 
nearly 1,500 enterprises that are operated full-time and 
that cultivate an average area of 110 hectares. 


Until 1989, the former three GDR districts of Erfurt, 
Gera, and Suhl, which today form the land of Thuringia, 
included over 600 agricultural producer cooperatives 
[LPG] and large state-owned farms. The food industry 
was supplemented by state-owned horticultural com- 
bines, agrochemical centers (ACZ), interplant facilities 
(ZBE) and intercooperative construction organizations 
(ZBO). To a large hard-to-imagine extent, specialized 
combines were in charge of fattening animals: for 
instance, they cared for more than | million laying hens 
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or 20,000 heads of cattle in their facilities. At Neustadt/ 
Orla, they kept 120,000 pigs. 


Following unification, the farming enterprises dis- 
charged many surplus employees during the first two 
years after the turnaround. By the end of 1992, employ- 
ment had shrunk to 30,000, that is, one-quarter of the 
erstwhile number of workers. In 1989, some 128,000 
Thuringians were still working in producer cooperatives 
and state-owned agricultural establishments. In Thurin- 
gia, where formerly 15 employees used to cultivate 100 
hectares, nowadays only four are needed to work the 
same acreage. In view of the fact that there are now 
20,000 independents and dependent workers. it is pos- 
sible that only two or three workers will be sufficient per 
100 hectares. In the west, they need five. The number of 
cattle was cut by about half, that is, from 112 to 60 heads 
of cattle per hectare. 


Unresolved remains the question of what should even- 
tually be done with the old debts of socialist coopera- 
tives. According to ministry information, each former 
LPG owes DM3-4 million in old debts. Whereas, in the 
past, the GDR banks charged 2-3 percent interest, the 
conventional capital market rate is nowadays the rule. 


To prevent the unresolved interest issue from causing the 
failure of the agricultural restructuring effort, the Trust 
Agency has canceled a portion of the cooperatives’ outside 
debts, and forgiven the financial debts of the individual 
enterprises. Repayment of the debts, which meanwhile have 
been registered in the books of the German Cooperative 
Bank, will only start when one-fifth of all sales of an 
enterprise shows a profit. Until then, the farmers, like the 
east German housing industry with its billions of indebted- 
ness, hope for a saving response from Bonn which releases 
them from their debt burden. 
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Mitterrrand Said *Disinclined’ To Name RPR 
Prime Minister 

LD2503182493 Paris France-Inter Radio Network 
in French 1700 GMT 25 Mar 93 


[Text] Speculation on the identity of the future prime 
minister continues. While Edouard Balladur has been 
mentioned by everybody, the presidential circle is 
increasingly hinting that the president, being irritated by 
the intransigence of the RPR [Rally for the Republic] 
since Sunday [21 March], could well in fact deprive the 
RPR of the post of prime minister. Foreign Minister 
Roland Dumas did not really state otherwise when 
interviewed a while ago by Jean-Luc Troucelle of Radio 
France Perigord: 


[Begin Dumas recording] I can today say very safely, 
very safely, that the president will undoubtedly not 
express himself on the message sent to him by France 
before the eve, or the following day, of the second round. 
He is already disinclined to choose the prime minister— 
which is his prerogative—from the clan of those who 
wish his departure next week. This personality should of 
course meet a certain number of criteria: being a Euro- 
pean, being for recovery and growth, and respecting the 
principles of the Republic. [end recording] 


Beregovoy Comments on Cohabitation 


LD2503225793 Paris France-Inter Radio Network 
in French 2130 GMT 25 Mar 93 


[Text] This evening Prime Minister Pierre Beregovoy 
returned to the theme of cohabitation, as you will hear, 
during a rally in his city, Nevers: 


[Begin Beregovoy recording] I don’t think that those who 
today want to drive Francois Mitterrand out of the Elysee 
Palace [president's office] are serving France. Cohabitation 
is mentioned. Yes, of course. The time for dialogue will 
come, I hope. It can begin, but it can begin only if there is 
scrupulous and mutual respect for the Republic's institu- 
tions. It is unacceptable for any democrat to ask that the 
institutions are not respected according to the agenda. | am 
sure that there are democrats who think like me who are not 
in our ranks and who are in the ranks of the parties which 
will be in power next and which yesterday were in the 
opposition. | am sure about this, and I am asking them to 
hold on. [end recording] 


Chirac Backs Down on Mitterrand Resignation 
Demand 


AU 2603132393 Paris AFP in English 1258 GMT 
26 Mar 93 


[Text] Bischeim, France, March 26 (AFP)—French 
Gaullist leader Jacques Chirac on Friday [26 March] 
backed down on a demand that Socialist President 
Francois Mitterrand resign after the expected trouncing 
of his party in the second round of legislative elections. 
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“No one is contesting Francois Mitterrand’s constitu- 
tional right to complete his mandate,” Chirac said at a 
press conference here. 


In recent days Chirac and other leaders of his Rally for 
the Republic (RPR) party have demanded that Mitter- 
rand step aside and threatened that if he did not, they 
would insist on full control of all sectors of government. 


Mitterrand, who has wide powers under the Constitution 
and is determined to stay on for the remaining two years 
of his mandate, threatened on Thursday not to choose a 
prime minister from the RPR, expected to be the biggest 
party after the second round on Sunday [28 March]. 


Its all) the Union for French Democracy (UDF) led by 
Chirac’s presidential rival Valery Giscard d’Estaing, is 
expected to come a close second in the poll. 


On Friday Chirac pledged there would not be “any abuse 
of power, revenge or settling of accounts” by the Right 
when the RPR and UDF win a majority predicted by 
polling institutes at more than 400 of the 577 seats in the 
National Assembly. 


Chirac repeated his opposition to a draft accord on the 
agriculture chapter of the General Agreement on Tariffs 
and Trade (GATT), even if this caused a crisis in the 
European Community. 


“It would not be a very big crisis,” he said. “It is not by 
accepting successive acts of cowardice that we can build 
Europe, but by accepting crises and finding solutions 
together.” 


Chirac Says Right To Run Foreign Policy 


AU2503155093 Paris AFP in English 1256 GMT 
25 Mar 93 


[Text] Paris, March 25 (AFP}—The French Right will run 
foreign policy even if President Francois Mitterrand refuses 
to step down, top right-wing leader Jacques Chirac said in 
an interview published Thursday [25 March]. 


He said a right-wing government would exercise its “full 
responsibility” in all sectors, such as the GATT negoti- 
ations or the war in Bosnia-Herzegovina. 


Mitterrand has said he is determined to serve out the 
remaining two years of his mandate after the expected 
defeat of his Socialist Party in the second round of 
legislative elections next Sunday, while Chirac has urged 
him to resign. 


Rejecting the idea of foreign policy as the personal domain 
of the head of state, Chirac told the right-wing LE FIGARO 
that the upcoming period of cohabitation “will not be 
power-sharing with socialism in its twilight”. 


Chirac said he had no right to force Mitterrand to resign, 
but “the defeat of socialism, not to say its rout, will also 
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be his defeat... Whatever happens, France will have to be 
governed to break with socialism without delay.” 


Chirac, expected to be the Right's presidential candidate 
in 1995, said that unlike the Socialists, “we are not 
resigned to zero growth and we shall spur economic 
activity by budgetary, tax and monetary measures.” 


He said the right would create jobs by lowering interest 
rates in cooperation with Germany, cutting the cost of 
social contributions made by employers, encouraging 
work-sharing and reviving the building industry. 


Rightists Block Bureau of Mines Appointments 


93ES0502A Paris LIBERATION in French 17 Mar 93 
p 13 


[Article by “S.VI.”": “Free-for-All at the Bureau of 
Mines”} 


[Text] The intervention of former aides of [former Min- 
ister of Industry] Alain Madelin in the appointment of the 
head of this public institution has made waves. 


For the past several days, the prestigious Bureau of 
Mines, which has traditionally oiled the wheels of the 
Ministry of Industry, has treated itself to a little existen- 
tial crisis. It started with the intervention of members of 
Alain Madelin’s staff when he was minister of industry 
apparently bent on laying the groundwork for the post- 
29 March period. Accustomed to staying on in high 
administrative posts while the ministers pack their bags, 
some “miners” have been totally overwhelmed by the 
political shift. On the inside, blame is laid, tempers flare, 
a call to order is issued along with a reminder to stand 
by, resignations are tendered, and accounts settled. The 
atmosphere is tense inside this great government insti- 
tution which is customarily so discreet and which every 
year incorporates the top 10 students from the Polytech- 
nique, i.e., the cream of the crop of the country’s top 
professional schools. 


It was the appointment of Raymond Levy's replacement 
who would head the Bureau as vice president of the General 
Mining Council that set off the crisis. Levy resigned from his 
post upon being named chairman of the Matra-Hachette 
Supervisory Council. The former head of Renault gave the 
minister of industry the names of two possible successors: 
the statutory president of the “miners,” Robert Pistre, 
deputy board chairman of Saint-Gobain; and Jean Syrota, 
head of COGEMA [General Nuclear Materials Company]. 
Pistre was the apparent favorite. “He knows everyone,” one 
engineer remarked. 


And yet a few rebellious souls took it into their heads to 
block the appointment. “A little group of Mining engi- 
neers sent a note to the Matignon [offices of the prime 
minister] and “directly approached the general secre- 
tary of the government,” according to the Bureau of 
Mining engineers union committee, the authority on 
proper procedure. The little group in question includes 
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former members of Madelin’s staff at industry: Jean- 
Francois Saglio and Christian Stoffaes, who are defi- 
nitely interested in being in a position to name the head 
of the Bureau after the elections. They went directly to 
Renaud Denoix de Saint-Marc, secretary general of the 
government, who, after initially giving the green light to 
Pistre’s appointment, rejected it. “The RPR [Rally for 
the Republic] networks mobilized to get rid of Pistre,” 
one former Mines official claims. Given such “political 
meddling,” the union got its back up and increased 
pressure to “stand by,” the duty of any civil servant. The 
union “condemned the attitude of members of the corps 
who saw themselves authorized, through active interven- 
tion ranging beyond the Bureau, to challenge the minis- 
ter’s decision” and “condemn such action.” 


The Bureau of Mines is all aflutter. Intended to serve the 
state no matter what government might be in power, it is 
nevertheless not exempt from political moods. “Some 
have stayed on for years, awaiting their chance to get 
even,” observes one engineer, “but this does not prevent 
the right from consulting Pistre about appointments to 
his ministerial staffs.” 


Rightist Parties Discuss Second-Round 
Candidates 


PM2503110093 Paris LE MONDE in French 
24 Mar 93 pp 1,9 


[Olivier Biffaud and Daniel Carton report: “Mr. Giscard 
d’Estaing Isolated”} 


[Text] [Union for French Wemocracy (UDF) leader] Mr. 
Giscard d’Estaing does not want to give in. He is 
convinced that France can still be governed at the center, 
and he wants to hope that the “pendulum will swing 
back” next Sunday [28 March] and bring the UDF back 
to the same level as Rally for the Republic [RPR]. He 
hammered on the table with his fist on Monday after- 
noon during the UDF political office meeting to try to 
impose his determination on his aides. He is setting out 
on the campaign trail again in Poitou this Tuesday. The 
former president of the Republic returned to the attack 
three times to persuade his friends to close ranks and 
believe in themselves. First, he urged them to provoke as 
many duels with the RPR as possible, disregarding the 
20 January “good conduct” code which stipulates that 
candidates should pledge to stand down in favor of the 
right-wing candidates in the best position “as soon as 
possible after the first round....” 


Second, he gave details of his proposal on the essential 
need to form a UDF only group in the National 
Assembly “to express the cohesion of the liberal family.” 
Finally, he proposed that, without waiting for the second 
round and the formation of the new government, the 
UDF should take advantage of these few days to express 
“its specific characteristics” compared with the neo- 
Gaullist party, both on Europe and on social issues and 
regional development. 
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Unfortunately, Mr. Giscard d’Estaing’s words seemed to 
fall on deaf ears. As usual, the members of his staff did 
not say a word. But, before this afternoon meeting, those 
mainly concerned had agreed among themselves and 
with the RPR on preparations for the second round of 
these parliamentary elections. It very quickly became 
apparent that Pierre Mehaignerie and Gerard Longuet 
were not at all in the same state of mind as Mr. Giscard 
d’Estaing. 


Election experts in the Social Democratic Center [CDS] 
and the Republican Party [PR] no longer believed on 
Sunday evening that the UDF’s handicap compared with 
the RPR could be overcome in a week. Having lost three 
out of four primaries, they even think that, on the 
evening of 28 March, this gap could be around 25 seats, 
whereas the RPR is counting on a lead of between 15 and 
20 deputies. 


With the defeat of the CDS in these primaries, the PR 
was probably the most closely concerned by possibile 
duels with the RPR. In around 10 constituencies, its 
candidate is hot on the heels of the RPR representative. 
But Mr. Longuet immediately gave instructions on 
Standing down, anxious to safeguard “generosity 
between the two parties.” The most significant gesture 
was the immediate withdrawal in the Bouches-du-Rhone 
of PR candidate Fernand Boulan, to whom Mr. Giscard 
d’Estaing had given his personal support, and who was 
just overtaken by Jean-Bernard Raimond (RPR), former 
foreign minister, who was supported by Alain Juppe. 
Other abdications were promised. 


The only cases which cannot be settled concern special 
personal situations, like those of Simone Martin (PR), 
overtaken by a short head in Haute-Marne by Francois 
Cornut-Gentille (RPR), Raymond Courderc (PR) in 
Herault, over whom Paul-Henri Cugnenc (RPR) has a 38 
vote lead, and Bernard Blois (PR) in Eure who came 
behind Catherine Nicolas (RPR). The other possible case 
concerns typically Giscardian candidates like Jean- 
Jacques Descamps, who is determined to fight on in 
Indre-et-Loire against Jean-France Baeskens, or UDF 
Treasurer Georges de La Loyere, over whom Jean- 
Claude Lemoine (RPR) has a lead in Manche. 


Contrary to its forecasts, the CDS quickly understood 
that its ability to resist were seriously undermined. Its 
candidate emerged in the lead in just two constituencies. 
In the other cases, its handicap is so great that continuing 
to fight looks extremely risky. Thus, to take just one 
example in Vienne, Alain Fouche, who enjoyed Senate 
Speaker Rene Monory’s active support, suffered a severe 
defeat against Arnaud Lepercaq, the outgoing RPR 
deputy who is ahead of him by almost 20 points. 
“Nothing to make a fuss about,” Mr. Mehaignerie 
admitted on Tuesday morning, and in his opinion the 
exceptions to the rule on standing down “can be counted 
on the fingers of one hand.”” Moreover, had he wished to 
make a fuss against the RPR, he would rapidly have been 
dissuaded from doing so. 
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Early on Monday morning, Edouard Balladur, then 
Jacques Chirac personally informed him on the tele- 
phone of the troubles which obstinacy on his part could 
cause for the new majority in general, the Centrists in 
particular, and him personally. This is all information 
which Mr. Longuet, the target of the same RPR inten- 
tions, has clearly understood. 


At the end of a luncheon on Monday at which Francois 
Leotard was surrounded by his party's main officials, the 
PR chairman officially announced his friends’ desire to 
see “peaceful cooperation” established with the RPR on 
a permanent basis, assessing the number of problem 
constituencies to be barely 10 and hoping that “these 
minor problems will be a tiny exception.” Speaking on 
France 2 at the same time, UDF Secretary General 
Francois Bayrou persisted in defending the idea that it 
was appropriate to allow the voters “freedom of choice 
to the end,” and in that he was faithful to the Giscardian 
idea of primaries in the second round. “I do not think 
that a monolithic approach is good,” he added. 


Six hours later, lacking munitions and fighters, Giscard 
d’Estaing and his second-in-command were forced to 
back down, under cover of the grand principles of union 
which rule out “any unnecessary polemics.” The former 
head of state is therefore now isolated in his strategy of 
resistance. Behind his back and in the corridors a new 
type of alliance seems to have been forged between Mr. 
Longuet and Mr. Mehaignerie, strengthened rapidly by 
Mr. Leotard who visibly fears being exciuded. 


This rapprochement suggests that in fact these three 
leaders of the liberal wing already want to prepare for the 
“post-Giscard” period and in the short term are more 
concerned by the “period after 28 March.” “It does not 
bother anybody in our party that Giscard’s position has 
been weakened,” someone close to Mr. Mehaignerie 
confessed on Monday. “The PR and CDS want to jointly 
negotiate the formation of the government without 
having to refer to the UDF leadership.” 


Mr. Leotard seems more determined than ever to deal 
the death blow. Since Sunday evening, the mayor of 
Frejus has been very active in a rather chaotic way. After 
demanding the rapid formation of a single RPR-UDF 
party, he was wondering about the appropriateness of 
creating an independent European Leotard group in the 
National Assembly on Monday morning. For several 
weeks he has explained in private that nothing would be 
more dangerous for the country’s future than a “confi- 
dent and dominant” RPR, that with Mr. Balladur the 
new majority would only last six months and, on 
Monday evening, also on France 2, he said he wanted to 
“participate in the government's action.” 


At 2000 on TF1!, Mr. Balladur, suffering no contradic- 
tion on this point, urged the viewers to believe that he 
had “definitely not” thought about the composition of 
the future government. Possibly because he is waiting, as 
he suggested, for Mr. Chirac to inform him of his 
“inspiration.” 
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Report Views Implications of First-Round Results 
PM2503124093 Paris LE MONDE in French 
23 Mar 93 pp 1,5 


[Thomas Ferenczi report: “The Necessary Renewal”] 


[Text] At the very beginning of the Fifth Republic, after 
the 1958 parliamentary elections, the Left was annihi- 
lated, its leaders—Francois Mitterrand, Gaston Def- 
ferre, and Pierre Mendes France in particular—were 
defeated and the Right installed in power for more than 
20 years. An era was ending. 


However, the Socialists gained ground again and, in the 
1965 presidential election, restored some balance: Since 
then, the two camps have been virtually on an equal level 
from one election to the next. We have now gone back 35 
years. 


An era is ending—the era of bipolarization which 
Gaullism, then “Giscardism,” and “Mitterrandism”™ had 
created. The Left is in tatters, most of its leaders are in a 
bad position and the Right is once again in a dominant 
position. 


The PS [Socialist Party] will have to rebuild everything. 
The opposition, which has a majority again, still has a 
great deal to do. 


The Left's defeat is not a surprise. It had been announced 
and explained in advance. Its scope is nonetheless unex- 
pected. “It is a bitter blow,” Mr. Fabius said. Indeed, the 
PS is back at the level it had in 1973, two years after the 


Epinay congress. 


However, at the time the PCF [French Communist 
Party] did much better than today, with more than 21 
percent of the votes, the extreme right obtained more 
than 3 percent, and the various other left-wing parties 
almost as many. Not to mention the reformers who were 
then in opposition to Georges Pompidou and who won 
almost 13 percent of the votes. This means that the 
left-wing candidates in the second round were not 
lacking in reserves. 


Twenty years later, these reserves have largely evapo- 
rated so that even the Socialists, who have achieved 
more than their party’s national average, are in a diffi- 
cult position. Jack Lang, for instance, with 34.37 percent 
of the votes can count on scarcely more than the PCF’s 
6.65 percent and, possibly, the Greens’ 6.45 percent, 
which is not very much. Laurent Fabius, with 27.67 
percent will urgently need the PCF’s 12.31 percent, 
Ecologie Generation’s 7.17 percent, and Workers Strug- 
gle’s 3.17 percent. 


With 27.21 percent of the votes, Michel Rocard will have 
to win much more than the PCF’s 4.54 percent and 
Ecologie Generation’s 6.33 percent. Only those who, like 
Henri Emmanuelli, have crossed the 40 percent 
threshold can be fairly confident. 


FRANCE 55 


It is true that the PCF has withstood better than 
expected, probably partly because of the cooperation of 
disappointed Socialists. It is difficult to know whether to 
be surprised that, more than three years after the fall of 
the Berlin Wall, Georges Marchais’ party continues to 
receive almost 10 percent of the votes cast or to be 
pleased that it has lost almost 2 percent compared with 
1988. It is nonetheless still on the fringes of the French 
political system and, whether or not its voters transfer 
their votes to the Socialists in the second round, they will 
not be able to save most of them. 


The same observations are true of the Ecologists. Should 
their unexpected defeat be seen as the sign of a decline as 
rapid as their ascension? Or shoud we consider that, despite 
their modest score, they now have a presence on the political 
Stage, whereas it was negligible five years ago? 


At all events, they have not succeeded in making a 
breakthrough: If the Socialists were counting on them to 
form the “vast, open, and modern movement” desired 
by Mr. Rocard, they have so far not succeeded. In the 
short term, in other words next Sunday [28 March], they 
scarcely have the means of helping the PS, even if they 
wanted to, which is by no means certain. 


The Right has therefore won. Its majority in the National 
Assembly will probably be overwhelming. In terms of 
votes, it has done better than in 1988 but less well than 
in 1986. It will obviously have to reckon with the 
National Front, whose good score is one of the lessons of 
the election. Mr. Le Pen’s party has in fact gained almost 
3 percent over the previous two parliamentary elections 
in which it had obtained 9.65 percent of the votes. In 
particular, it is consolidating its positions in Provence- 
Alpes-Cote d'Azur and Ile-de-France. Mr. Le Pen can 
rightly express indignation at the fact that, with a score 
higher than than of the PCF, it cannot expect more than 
one or two deputies to be elected. It shows that it now 
has a fairly stable electoral base which is a permanent 
part of French political life. 


Competition from the FN would not be enough to explain 
why the RPR-UDF [Rally for the Republic-Union for 
French Democracy] union has not exceeded the 40 percent 
threshold. Indeed, note should be taken of the large per- 
centage of “various right-wing parties” which, with 4.61 
percent of the votes, have exceeded the previous figure by 
almost 2 percent. Not to mention the “various parties” 
which, with 3.79 percent of the votes, total almost | million 
voters. Giscard d’Estaing was not wrong to stress on Sunday 
evening that many French people “are still hesitant and 
worried” and “do not have confidence in the possibility of 
the country’s recovery.” These skeptics sometimes preferred 
to give their votes to “little” candidates rather than to 
representatives of the “big” parties. 


Others have chosen to take refuge in abstention. With 
almost 31 percent nonparticipation, this first round is 
markedly less “civic” than that of 1986. It is naturally 
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possible to maintain that, at a time when politics is said 
to be discredited, it is fairly encouraging to see almost 70 
percent of the voters coming out for an election decided 
in advance and that such a performance should at least 
qualify the statements on the French people's rejection 
of the system. Nonetheless, for the first election capable 
of translating into action the rejection of “Mitterrand- 
ism” five years after the reelection of the president of the 
Republic, the rate of participation 1s nonetheless low. 


This means that the renewal, which is clearly the Left's 
priority must at the same time be a watchword for the 
Right. On Sunday evening, Francois Leotard relaunched 
the idea of uniting the RPR and UDF in one party. thus 
instead placing the emphasis on the risk of disunity 
which is hanging more than ever over the future govern- 
ment majority and over the confrontation which, once 
again, is likely to take place between the two parties in 
preparation for the presidential election. Although the 
defeated PS is forced to change, its victor also has its 
back to the wall. 


Editorial Assesses Results 


PM2503131093 Paris LE FIGARO in French 
22 Mar 93 pl 


{Franz-Olivier Giesbert editorial: “Like Lightning” ] 


[Text] A chapter has now been closed. However you look 
at it, what happened yesterday is a very harsh verdict. 
The French people have signed the death certificate of 
Mitterrand-style socialism. 


The history books contain no other examples of this kind 
of electoral disavowal. The Gaullist waves of 1958 and 
1968 were amplified by external phenomena. They were 
partly emotional. This time, the sanction against the Left 
comes after a peaceful and studious campaign. The 
French people have cold-bloodedly liquidated Mr. Mit- 
terrand’s socialism. 


Of course, it is always possible that the Socialist Party 
[PS] will recover in the second round next Sunday [28 
March]. But it will not wipe out the scale of yesterday's 
rejection which struck all Socialist or affiliated candi- 
dates like lightning. The Left is now doomed to reshape 
itself, and following this historic defeat, France has 
clearly entered a new era against a backgrourd of polit- 
ical recomposition. 


What is happening to the PS is a lesson which would 
warrant meditation by all! political parties. A govern- 
ment cannot promise everything and keep none of its 
promises for 12 years with impunity. Nor does it have 
the right to turn its back on its program as soon as it 
takes over, if we can put it like that. According to Mr. 
Rocard, the Left's big mistake was “lack of modesty.” 
That is probably true. But it is also that it indulged, on all 
questions, in what could be termed state cynicism, which 
has become the official ideology of the government after 
the death of socialism in face of economic realities in 
1983 and then on the front of East Europe in 1991. 


FBIS-WEU-93-057 
26 March 1993 


Times change and the Mitterrand government has never 
forgotten to change with them in order to survive. In the 
economic sphere, it will certainly not be criticized for 
that. But in the social sphere, which 1 has neglected 
despite its professions of faith. or the moral sphere which 
it simperingly ridiculed, it 1s a fiasco for which it has not 
finished paying. 


That 1s why Mr. Mitterrand 1s now standing alone on the 
ruins of the Left. He will have left the PS in a state 
similar to the one in which he found it. By skillful little 
moves, he has even politically pulverized nu. without 
being able to count on any reserves in the future. The 
Ecologists, who have failed to assert themselves, can be 
of no use to him. 


Logically, if he followed the spirit of the Constitution. 
the president should therefore ask himself about his 
continued presence in the Elysee [presidential office}. It 
was still a taboo subject yesterday evening. But it will 
certainly be on the agenda if the first round indications 
were confirmed in the second. 


Mr. Mitterrand strove for a long time to mode! himself on 
[French Socialist] Jaures. Following the rout of his party and 
such a personal disavowal, he 1s doomed to change his 
model. But it is difficult to believe that he will parody 
{French Marshal] Mac-Mahon: “Here | am. here I stay.” 


Article Views Future of Mitterrand Presidency 


PM 2503140693 Paris LE MONDE tn French 
24 Mar 93 pp 1.8 


[Thomas Ferenczi article: “A Calm Attitude Displayed 
in the Elysee”) 


[Text] Exactly two weeks ago. Mr. Mitterrand explained on 
Portuguese television that, although in both Paris and 
Lisbon the president of the Republic 1s elected by universal 
suffrage, the institutions in France give him “a permanent 
role in the life of the executive.” Mr. Mitterrand does not 
intend to abandon this role in the coming two years, even if 
the result of the parliamentary elections forces him, for the 
second time since he came to the Elysee [presidential office]. 
to cohabit with his political opponents. 


In LE MONDE on 9 February, the president of the 
Republic made it known that he would tackle this period 
“without arms or armor and without fear.” and. 
according to the Elysee, he does not intend to deviate 
from this line of conduct after the first round of the 
parliamentary election. 


The fact remains that the “modus vivendi”™ for which he 
ardently hoped is now looking more disadvantageous but 
is more favorable according to the analysis proposed by 
his entourage. First because, it 1s stressed. the right-wing 
leaders have now accepted cohabitation and have 
stopped posing conditions, as they were doing just a few 
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weeks ago. for their possible participation im a govern- 
ment appointed by Mr. M:\icrrand. 


The head of state’s entourage noted in particular that 
both Mr. Pasqua and [Union for French Democracy 
(UDF) leader] Mr. Guscard d’Estaing are calling for 
respect for the Constitution and are not questioning the 
presidential mandate which Mr. Mitterrand has repeat- 
edly said he intends to exercise in full to its end. 


The second reason for relative optimism stems, paradox- 
cally, from the very extent of the mght’s success. The 
conditions of cohabitation do not just depend on the 
Socialist Party's [PS] election result, the Elysee points out, 
saying that the “overwhelming” nature of the victory could 
also be “a source of trouble and difficulty” for the new 
majority. Many deputies elected for the first ume may be 
tempted to make their presence felt and this, it 15 thought, 1s 
“a factor contnbuting to unrest and unpredictability.” It 1s 
true that some people will probably wish to exert pressure 
on the head of state to provoke an early presidential 
election, but the Elysee 1s reassured by noting that the 
leaders of the future majority are “more responsible and 
more realistic” —which 1s, of course, a way of inviting them 
to put their own house in order at the msk of increasing their 
problems. Above all, it 1s said that the supremacy of Rally 
for the Republic [RPR]} may lead the UDF to look to the 
president of the Republic as toward a counterbalance in 
order to use him as “guarantor” when it feels its partners are 
keeping 1i away from the levers of power. This means that 
the head of state will, on 29 March. be on the lookout for 
divisions and rivalnes within the mght. 


This prospect 1s leading Mr. Mitterrand’s advisers to assert 
that his room to maneuver will not be directly a function of 
the size of the Socialist group in the National Assembly 
which will only be one factor. In the short term, the choice of 
prime minister will give the president of the Republic his 
first test ground. The Elysee refuses to confirm that the head 
of state will appowt Mr. Balladur if the RPR maintains its 
lead over the UDF in the second round, but it 1s thought that 
the latest anti-European and almost “provocative” speech 
made by Mr. Chirac who, speaking on Europe I's “Press 
Club” two days before the first round, went so far as to 
dispute the head of state's “preeminence” in foreign policy, 
would be likely to deter Mr. Mitterrand from calling on his 
former prime minister, even if he had intended to do so. 


This reminder 1s also clearly intended to drive a wedge 
between the RPR chairman and his allies on the European 
question at a time when, it 1s stressed, the National Front’s 
good score seems to indicate the persistence of an “old 
anti-European clement™ in public opinion. The Elysee 
seems anxious to show that, despite the defeat of his camp, 
the head of state still has some freedom of action. Even 
better, this defeat. it 1s maintained, gives him greater 
freedom of movement, by loosening his links with the PSF. 


Mr. Mitterrand’s close aides are fairly harsh with regard to 
the PSF. which they accuse of having lost “the battle of 
communication,” 


having failed to defend the Left's 


FRANCE 57 


record—a record which, they say, 1s much better than 
<p “scandals,” the PS allegedly 

“courage” and “pugnacity™ in the counterattack, 
may Bie MB ay on lh Dry pg 
effective channel of communication with the public. People 
at the Elysee therefore say they are convinced of the urgent 
need for the renovation of the PS, even if it 1s not necessarily 
carned out by [Socialist Pariy leader] Mr. Rocard, but 
possibly carned out around [EC Commission President] Mr. 
Delors, whose Brussels job has kept him apart from Sun- 
day's defeat. As for Mr. Rocard. his election problems are 
certainly, it 1s admitted, “a mayor handicap for the contin- 
uation of his strategy.” 


“ympetus for recomposition™ is nonetheless now 
perceptible, according to the head of state's entourage. 
From this viewpoint, the votes obtained by the PS, 
slightly more than the result of the regional elections, can 
form “the basis for a possible resurgence.” Afier all, the 
Socialists have started from a worse position in the past; 
Mr. Mitterrand has experience of thai himself. 


President Said ‘Mortally Wounded’ 
PM2603 100493 Paris LE FIGARO in French 
24 Mar 93 pl 


[Michel Schifres editorial: “Censure” } 


[Text] Since Sunday [21 March], a question has been 
plaguing the French people: How can Francois Mitter- 
rand remain in the Elysee [presidential office]? What 
was, a few days ago, only speculations by the microcosm, 
is now in everybody's mind. It is as if the results of the 
first round, by releasing a latent aspiration, had decon- 
secrated the president of the republic. The pathetic and 
ludicrous “revelation” that he was playing golf on 
Monday as if nothing had happened will not stem that 
feeling. Quite the reverse. It was an attempt to show how 
calm the head of state is; but above all it illustrated a 
disdain for the French people's choice. 


The observation that the king has no clothes is, after all, 
very logical. On Sunday. the Mitterrand era and system were 
mortally wounded, irrespective of the mobilization of the 
left-wing voters in the second round. Francois Mitterrand is 
aware of that; he knows that in a few hours he lost a great 
deal. He is not ignorant of the Socialists’ fall. And even if in 
the future he pretends to be neither responsible nor guilty, 
he has to admit that the French people's censure of his 
people is also directed at him. When you claimed the victory 
for yourself in the past. you cannot blame the rout on others 
when the time comes. 


The man who foresaw defeat but did not imagine a 
debacle has seen his plans thwarted by the French 
people. He was ready to don the hat of opposition 
president, half-arbiter, alf-fightey ee had positioned a 
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few time bombs; he had placed his men, capable of 
giving him information, some forming the framework of 
a countergovernment. The arsenal and the intentions 
remain. But, faced with the scale of the disavowal, the 
president's room to maneuver has shrunk considerably 
and now looks almost nonexistent. Even if, as has often 
happened in French history, the second round contra- 
dicts the first, the president's credibility has been under- 
mined once and for all. 


Above all, now that his voters have disappeared, and his 
support has vanished, now that even his friends no 
longer really spare him in private, he seems to belong to 
the past in which, after the initial hopes, the regime was 
damaged by compromise. 


The letter of the Constitution does not force him to act 
on his rejection. Knowing Francois Mitterrand, he will 
disregard its spirit and will stay, watching for any blun- 
ders by his opponents, speculating on division, enjoying 
the poison of rivalries. 


It is up to the future majority to avoid these pitfalls. It 
has a different task which is much more important: that 
of winning the employment battle. It is on that that it 
will be judged, and on the reshaping of social cohesion. It 
must know that it can expect nothing from the head of 
State, nothing but the worst. 


Article on C of Increased 


Foreign-Held 
93ES0470A Paris LA TRIBUNE DESFOSSES 
in French 3 Mar 93 pp 18-19 


[Article by Pierre Suchet, including his interview with 
Treasury Director Jean-Claude Trichet; place and date 
not given: “How Nonresidents Are Financing the French 
Debt"’] 


[Text] Foreigners have become essential players in 
financing the French public debt. 


Nonresidents now own nearly a third of the French 
Treasury's total negotiable debt. 


The stimulus came in 1985 when the Treasury awarded 
the first assimilable bonds. 


Since then, the Americans and Japanese have benefited 
from the high level of real interest rates in France. 


Nevertheless, one may well wonder about the risk of 
destabilization if they pull out. 


The major reform of the French financial markei that 
began in 1984-85 has resulted in profound changes on 
the Paris Exchange. By bringing about a decompartmen- 
talization of the interbank market, first of all, it has 
caused an unprecedented surge in the bond market. 


The purpose was clear: to create a vast debt market 
ranging from very short- to very long-term while pro- 
moting ‘Maximum liquidity and transparency and 
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remaining open to everyone, including nonresidents. 
There was a deliberate attempt to internationalize public 
debt instruments, as demonstrated subsequently by the 
many “road shows” staged in Europe, the United States, 
and Japan for the purpose of promoting their sale. The 
move worked so well that the French bond market has 
now assimilated international standards perfectly. 


Nonresidents, who hold nearly a third (565 billion 
francs) of the total amount of the Treasury's negotiable 
debt, have become major players on the French financial 
market. 


The stimulus was provided by the treasury in 1985 when 
it awarded the first assimilable bonds. 


OAT [Assimilable Treasury Bonds] allocations were sub- 
sequently made monthly “in the Dutch manner” under 
the auspices of the Bank of France, based on a clear 
program drawn up in advance in terms of an annual 
issuing bracket (220 billion francs in OAT this year, 
including 15 percent in ECU's [European Currency 
Units] and 190 billion francs in BTANs, fixed-rate, 
annual-interest Treasury bonds. 


Such allocations, which make it possible to launch 
“benchmarks,” so-called “beacon loans,” such as OAT 
8.50 percent 2003, and regularly ensure liquidity, have 
taken the place of issuances by bank syndication, which, 
because of their scope and impact, often included the 
drawback of destabilizing the secondary bond market 
when they were announced. In 1985, the Treasury began 
to issue short- and medium-term negotiable Treasury 
bonds: at 13.26 percent for 52 weeks for BTF’s (bonds 
with a fixed rate and interest deducted beforehand) and 
two to five years for BTAN’s, the latter highly prized by 
nonresidents. 


Along with Treasury securities, negotiable scrip came 
into being following the example of products that had 
existed for several years in the United States and across 
the Channel (CD's and commercial paper). Treasury 
bills issued by businesses and certificates of deposit 
issued by banks, along with bonds issued by financial 
institutions and companies (BISF’s) now give issuers the 
possibility of obtaining financing at a lower risk for 
shorter periods of time (two and three months), while 
offering investors new opportunities to invest. 


This market was completed in 1992 by the introduction 
of negotiable medium-term bonds (BMTN’s), which will 
henceforth make it possible, theoretically, to issue over 
the entire rate curve for periods ranging from 10 days to 
30 years. 


In 1986, the Bank of France's implementation of the 
“open market” policy within the framework of the new 
money market made the desired interconnection of 
monetary and financial markets a reality. 


The purpose was to bring them in line with those existing 
on big international markets. Instruments and issuing 
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techniques, which were largely based on Anglo-Saxon 
markets, increased in number. The Eurofranc market 
also took off. 


MATIF (French International Term Market, a third of 
whose 100 members are foreigners) came on the scene in 
1986 with the issuance of its benchmark contract, the 
so-called “17-year notional,” fueled by a whole range of 
government loans. 


As in the case of “futures” across the Atlantic, partici- 
pants now had the possibility of covering themselves, of 
shunting from one market to another or even of “spec- 
ulating,” as rates went up and down. This was by and 
large the case during the first year that MATIF started, at 
a time when long-term rates were inclined in one direc- 
tion only: down. 


This trend greatly helped the image and international- 
ization of MATIF, which has since become the fourth- 
ranking world futures market and the second-ranking 
European market after London. It has also ensured 
promotion of the French bond market, now ranked 
fourth in the world. 


For this purpose, the decision to call in Treasury securi- 
ties specialists (SVT's), entrusted with the task of 
ensuring the sale and liquidity on the secondary market 
of OAT’s and Treasury bonds, was decisive, modeled 
after the “primary dealers” in the United States. The 
SVT’s (now numbering 18, including six foreigners) 
handled an average of 60 billion francs a day in January. 


The Treasury securities market has thus become the 
central core of the French bond market with 177.3 
billion francs in bonds issued by the government in 1992 
out of a total of 365.6 billion. 


The negotiable debt totaled 1.776 trillion francs at the 
end of 1992, a large share of the sum (565 billion francs) 
held by nonresidents, including 335 billion francs in 
OAT’s, 200 billion francs in BTAN’s, and 30 billion 
francs in BTF’s. 


The internationalization of French debt instruments is 
now an accomplished fact. Everything possible was done 
to encourage selling the debt abroad. 


In addition, the policy of competitive disinflation has 
undeniably made a striking impression on nonresidents, 
who (sometimes more than French investors, perhaps) 
are very sensitive to the impact of the “strong franc.” 


Foreigners (the Americans and Japanese in particular) 
have benefited from the attraction exercised by the high 
level of real interest rates in France, which has enabled 
them to diversify their investments beyond national 
markets. 


Moreover, the innovations and policy of active debt 
management followed by the Treasury (promotion of the 
ECU [European currency unit] by the creation of bench- 
marks in OAT’'s and later BTAN’s, buybacks, swaps, the 
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dismantling of OAT’s) have also created a favorable 
climate for the internationalization of the French 
market. 


The computerization of the bond market, which now 
functions round the clock, facilitates access and, in 
addition, enjoys compensation techniques that are the 
envy of other countries. OAT transactions completed on 
the Exchange via SICOVAM can thus be completed in 
only three days, while the London Siock Exchhange 
remains stuck at “Day | + 15.” 


Nonresidents have thus become unavoidable players for 
selling Treasury securities and financing the French 
budget deficit, which rose from some 10 billion francs in 
the 1970's to 100 billion in the 1980's and over 200 
billion at present. 


As a result, one may well wonder about the risk of a 
possible destabilization of the French financial market in 
the outstanding debt in francs held by foreigners should 
be called in. Attacks on the franc last fall were an 
indication of just such a danger. 


[Box, pp 18-19] 


Jean-Claude Trichet: “Foreigners Trust Us” 


[Suchet] Nonresidents own about a third of the French 
debt. Doesn't this imply a major risk of destabilization 
of the French financial system? 


[Trichet] First of all, | would like to make one clarifica- 
tion concerning your figure: Nonresidents currently own 
a scant third of the negotiable debt or about a fourth of 
the total debt. Nonetheless, it is a fact that, in terms of 
percentage as well as absolute value, the share of the 
French debt heid by nonresidents has steadily increased 
in recent years. We went from 406 billion in December 
1991 to 565 billion in November 1992, the last month 
for which estimates are available. 


First of all, this phenomenon bears witness to the confi- 
dence that investors have in our economy aad their 
conviction that our rates will drop. This confidence is 
naturally inherently good and contributes to the stability 
of the French financial system. It is the possible loss of 
such confidence that would, should it occur, be destabi- 
lizing. In our case, there is nothing to justify such a loss 
of trust. Moreover, | would observe that even in Sep- 
tember, which, as you know, was a “test period” for the 
franc, nonresidents did not sell off any significant 
arnount of their French government securities. Net sales 
did not exceed 30 billion francs, and they were followed 
by 80 billion in net subscriptions in October. 


Second, with respect to the effect on the French financial 
system, I see no cause for concern here either. French 
banks are competing with their foreign colleagues to sell 
our securities to nonresidents, just as they are to sell 
other foreign securities in France or elsewhere. 


Moreover, | would observe that this influx of capital 
from abroad to invest in our stocks and shares, both 
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public and private, has as its counterpart an equivalent 
exportation of French capital abroad, particularly in the 
form of portfolio investments and various industrial 
investments. 


In no way should my remarks be interpreted to mean 
that we want an unlimited expansion of the percentage of 
our debt held by nonresidents. Actually, | would not be 
surprised if a revival of the French people's interest in 
their public debt were to be manifested in the months 
ahead. 


[Suchet] Do the expansion and spread of Treasury secu- 
rities have limits? 


[Trichet] Interesting information to that effect was pro- 
vided in 1992: OAT allocations in francs went from a 
monthly average of 8.4 billion francs in 1991 to 14 
billion in 1992, while BTAN allocations went fr = > to 
14 billion. 


What is important—and we are keeping a close watch on 
it—is the gradual increase in and regularfity of our 
appeal to the market. We sought and, I think, succeeded 
in gradually acclimatizing the market to ever larger 
allocations. Consequently, Treasury securities experts 
became accustomed to working with double the volume 
that we had 12 months ago. As a result, in the fall, at the 
time of the greatest speculation on the franc, we man- 
aged to avoid modifying our rate of issuance and guar- 
antee government financing under proper conditions. 


We naturally managed to do so thanks to the intrinsic 
quality of the Treasury securities market, the quality and 
simplicity of our products, the transparency of our 
allocation procedures, the effectiveness of the commer- 
cial action of Treasury securities experts, and, naturally, 
the credibility of the French economy. In the final 
analysis, the rate markets know that the quality of every 
sovereign debt is rooted in the comparison of funda- 
mental data for the various economies. 


[Suchet] What are the prospects for diversifying Trea- 
sury securities and using which instruments? 


[Trichet] Continuing to develop the ECU market is a 
major objective. The successful launching of a five-year 
ECU BTAN on 23 February was the most recent dem- 
onstration of this. In the long run, the entire ECU rate 
curve could be covered by the Treasury. Dismantling 
OATs in ECU's could also be considered. 


On the French market, the issuance of long-term OAT's 
and their dismantling made it possible in 1992 to diver- 
sify sources of long-term financing. I think it is inter- 
esting to note, for example, that the outstanding OAT 
debt broken up on 4 February 1993 exceeds 49 billion 
francs, compared with only 18.4 billion a year earlier. 


[Suchet] How far can active management of the Trea- 
sury debt go? 
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[Trichet] You are right to call attention to the fact that 
active management of the public debt requires special 
attention. 


Active management of the debt by the government, 
decided upon by the minister of economy and finance, 
serves the prime purpose of reducing the burden of that 
deht on French taxpayers. It also makes it possible to 
improve operation of the market by promoting its 
liquidity and reducing the government's need to borrow. 
The problem is that we must avoid any situation in 
which these two objectives would come into conflict. 
Such a conflict would lower the quality of the govern- 
ment’s signature, which would in turn cause the market 
to increase interest rates extended to the government. 
Finally, an initial “short-sighted” savings would turn 
into a greater lasting burden for the public Treasury. It is 
for the precise purpose of avoiding such a risk that active 
management operations are always conducted in a very 
public and highly transparent manner. 


I will give you two recent examples to illustrate these 
remarks: 


In June 1992, we carried out a very important operation 
involving the exchange of old and not very liquid gov- 
ernment debt securities for far more active OAT's. A 
total of some 50 billion francs was traded. The market 
gained in terms of liquidity and effectiveness. The gov- 
ernment gained * terms of interest rates and by 
extending the average maturity of its debt. Both inves- 
tors and the issuer benefited from this active manage- 
ment operation. 


The second example: On 18 November, the government 
redeemed an OAT that was to mature in March 1993 for 
7.5 billion francs. This operation was conducted in a 
transparent manner in the form of a “reverse allocation” 
and followed by redemptions on the market on market 
terms. Investors were thus able to reinvest funds from 
this security, which is close to its reimbursement date, 
without waiting for them to to mature. At the same time, 
the government spread the reimbursement charge over 
several months. 


These two examples show that the government can serve 
the market and investors both while benefiting from the 
operations itself. That is how I conceive active manage- 
ment of the debt. 


[Box, p 19] 


Close Ties Between MATIF and the Treasury 


“It is very political.” This remark from Liffe of London 
concerning relations between MATIF and the Treasury 
does not enjoy the approval of Gerard Pfauwadel, cur- 
rently president of MATIF, Inc., who prefers the more 
select term of “mutual fertilization.” It is one way of 
showing that if the Treasury issues bonds, MATIF pro- 
vides an instrument of cover and vice versa. 
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Assured, as it is, of being able to count on the Treasury 
to create lines of liquid securities, MATIF has one 
essential asset that has enabled it to win an international 
battle against Liffe on the ECU market. Likewise, the 
last “future” to date, the long-term franc, is based on 
long Treasury bonds, whose liabilities have grown 
steadily. 


Designed by the Treasury, it was also a Treasury man, 
Gerard Pfauwadel, who succeeded the first president of 
MATIF, Gerard de la Martiniere. There is a world of 
difference between MATIF and the London tem 
market. The boss of Liffe is a market man elected by his 
peers, while the head of MATIF is an insider. The 
London Clearing House clears operations conducted at 
Liffe, while MATIF combines the functions of a clearing 
house and market management agency. It should there- 
fore not be surprising that the British complain about 
“unfair competition.” 


Can MATIF therefore always rely on the Treasury? 
While a small OAT of lesser liquidity (7.5 percent 2001) 
threatened to cause a “corner” at the time of its delivery, 
MATIF would have liked the Treasury to expand its line 
in order to increase its liability. However, given the 
current configuration of the rate curve, the Treasury 
would have paid MATIF dearly for this favor. This time, 
MATIF had to go it alone, deciding in the end to 
withdraw this OAT from the pile. it is difficult for 
MATIF to sever the umbilical cord. 
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Lexicon of Instruments and Participants 


OAT: Assimilable Treasury bonds are issued every 
month by “Dutch-style” allocations, i.e., at the asking 
price and based on an estimated schedule. They supply 
existing lines of government loans. 


BTF: Fixed-rate Treasury bonds with interest deducted 
beforehand are assimilable securities that mature quar- 
terly, every six months, or annually. They are issued by 
allocation every week (in the case of |3-week BTF’s), 
based on a schedule set up in advance and, depending on 
the case, accompanied by an issuance of 6-month or 
annual BTF’s. 


BTAN: Fixed-rate Treasury bonds bearing interest annu- 
ally are assimilable Treasury securities issued (based on 
a schedule) for periods of up to two years or five years by 
allocation on the third Thursday of each month. 


SVT: Treasury securities specialists, who now number 
18. Since 1987, they have been instructed by the Trea- 
sury to improve the sale of Treasury securities as well as 
the liquidity and security of the market. 


BMTN: Negotiable medium-term bonds are negotiable 
debt securities issued by businesses or banks. Issued for 
a minimum period of one year but with no term limit, 
they are comparable to medium-term notes (MTN’s) 
issued across the Channei for large amounts. 








62 NORDIC COUNTRIES 


Sweden 


Se Se Sraats & Sean oe Sanger & Seek 
of World 


LD2403 195393 Stockholm Sveriges Radio Network 
in Swedish 1645 GMT 24 Mar 93 


[Text] Here in Sweden, Commander in Chief Bengt 
Gustafsson has commented on the development of 
events in Russia. And he says that the Russian military 
leadership are waiting to see which side will win in the 
current power struggle in Moscow. The commander in 
chief does not believe that the chaos now prevailing in 
Russia will lead to any military threat to the rest of the 
world. Commander in Chief Bengt Gustafsson: 


[Gustafsson] Naturally we are very closely following all 
this and we are concerned over what the political solu- 
tion will be and what it may mean in the form of the 
policy to be conducted afterwards as well as over the role 
of the security organizations in the solution of the crisis. 


[Correspondent Boerje Remdahl] Will the military be 
able to remain neutral in the power struggle in Moscow? 


[Gustafsson] Up to now they have acted in a typical way, 
so to speak, to wait and see in order to come out on the 
winning side. This is fairly normal behavior. 


[Remdahl] Do you see any risk of the development of a 
military threat to Sweden out of the chaos now pre- 
vailing in Russia? 


[Gustafsson] Not in the short term but one cannot 
exclude a development in the long term with a regime 
which would automatically exclude Russia from the 
European home and which in the long term may become 
a cause of conflict again. 


{[Remdahl] But in the long term? 


[Gustafsson] We asre talking about the turn of the 
century and afterwards. 


[Remdahl] Is there still a threat scenario which justifies 
a strong Swedish defense? 


[Gustafsson] The situation is that we do not have a 
strong Swedish defense at this time. Through the sin of 
omission over the past 20 years even the slimmed-down 
defense, which we are to have now, has many defects and 
we needed 10 years within the framework of the defense 
resolution to do something about those calculations, and 
we do not in fact quite know what the world will be like 
in 10 years’ time. 


{[Remdahl] But you know that there really is no threat now. 


[Gustafssonz] There is no threat at present, thank God, 
as we have these defects in our own defense. [end 
recording] 


[Announcer] Commander in Chief Bengt Gustafsson was 
here interviewed by Boerje Ramdahi. 


FBIS-WEU-93-057 
26 March 1993 


Police Fear Organized Crime From Russia, Baltic 
Region 


PM2403 165093 Stockholm DAGENS NYHETER 
in Swedish 23 Mar 93 p A6 


[Anders Hellberg report: “Crime Wave to the East a 
Nightmare™”] 


[Text] The number of murders per inhabitant in Estonia 
and Russia is the highest in the world—much higher 
than in the United States. Various mafia groups are 
rapidly producing more and more offshoots in the old 
Soviet Union but have not reached Sweden yet. 


A secret report which the National Criminal Police 
Corps has prepared for the National Police Board warns 
that the disintegration of Russia could also have an effect 
on crime in Sweden. 


“The worst thing I can imagine would be organized 
crime from the Baltic area and Russia coming to 
Sweden,” Assistant Commissioner Anders Danielsson, 
deputy head of the National Criminal Police Corps, said. 


Al a security policy seminar on “The New Baltic Sea 
Region,” at the defense forces’ Gallofsia education 
center on Monday [22 March], Danielsson gave an 
account of the report prepared for Nationa! Police Com- 
missioner Bjorn Eriksson. 


In Russia there are more than 20,000 murders per year. 
The corresponding figure for Sweden is around 100. In 
Moscow alone, which has as many inhabitants as 
Sweden, 804 people were murdered last year. 


Murder statistics are even higher in Estonia. Where 
Russia has 13.6 murders per 100,000 inhabitants, the 
corresponding figure for Estonia is 16.6. In the United 
States 9.8 murders are committed per 100,000 inhabit- 
ants, while the figure for Sweden is 1.15. 


But the statistics for the former Soviet empire are far 
from certain, since there are different ways of recording 
what are considered to be murders. 


“However, the trend is that crimes of violence are 
increasing at an explosive rate both in Russia and the 
Baltic region.” Danielsson said. 


Estonian Defense Minister Hain Rebas, who came to the 
seminar direct from Tallinn, believes that more Russians 
than Estonians commit crimes in Estonia. 


“I have no proof for this, just a personal feeling. But it is 
abundantly clear that there is also an Estonian mafia 
committing serious crimes. 


“I myself always carry a pistol in Tallinn, since atiacks 
and violence are unfortunately very common.” 
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According to Russian sources, in Russia today there are 
2,500 to 3,000 mafia organizations. It is this organized 
crime that the National Criminal Police Corps sees as 
the biggest risk for Sweden. 

As yet there is little sign of these mafia organizations 
here. In 1990 100 Soviet citizens were sentenced in 
Swedish courts, while the figure for 1991 was 160. 


“For 1992 we can see an increase in persons from the old 
Soviet Union in the records of police investigations,” 
Danielsson said. 

The number of confiscations of weapons and drugs is 
very small—probably because drugs are as yet of such 
poor quality and the weapons are not suited to Swedish 
ammunition. 


At the same time punishment in Swedish prisons has no 
deterrent effect: 


“In Estonia people laugh at Swedish legislation when 
someone who receives the daily allowance given to 
prisoners in a Swedish prison is a rich man when he 
returns to Estonia,” Hain Rebas said. 


* Joint EC-Swedish Parliamentary Group Formed 


93EN0234E Stockholm DAGENS NYHETER 
in Swedish 23 Feb 93 p 9 


[Article by Magdalena Ribbing: “EC Group Visits State 
Liquor Store”) 


[Text] If Swedes want to join the EC, r «m’ -rship could 
begin on | January 1995. That is wha C? istian Rovs- 
ing, the Danish chairman of the new ~': EC-Swedish 
parliamentary committee, said Monds ‘ / February). 


“There is a good chance we can stick tu the timetable, 
which would allow Sweden to become a member on | 
January 1995,” said Rovsing. Swedes must first approve 
the negotiation results in a referendum. 


Monday's meeting was the first for the joint parliamen- 
tary committee which will discuss various questions 
during the membership negotiations between Sweden 
and the EC. 


The committee has no authority to make decisions but can 
function as a pressure group, according to Mats Hellstrom 
(Social Democrat), vice chairman of the Swedish half of the 
committee, which has Hadar Cars (Liberal) as chairman and 
Lars Tobisson (Moderate) as second vice chairman. Rovsing 
is chairman of the EC group, Klaus Wettig is vice chairman 
and Reimar Boge is second vice chairman. The two EC vice 
chairmen are Germans. 


On Monday these six solemn men in dark suits sat in 
front of a large Swedish flag and a small EC flag in the 
Riksdag’s upper chamber and held a press conference in 
Swedish, Danish, and English. 
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The entire committee is made up of 18 Swedish Riksdag 
members and 18 members of the EC's European Parlia- 
ment. 


On Monday evening the parliamentary committee vis- 
ited the state wine and liquor store on Birger Jarisgatan; 
an attempt to increase understanding for something 
typically Swedish that must be defended in the EC 
negotiations. 

This evening, Tuesday, the group will fly to Lulea for 
another visit, this one for regional policy reasons. If snow 
conditions permit, Lapps and reindeer management will 
be inspected so the members of the EC Parliament can 
see for themselves how great the distances are in the 
Swedish mountains and what this exotic environment 
looks like without the softening illumination of the 
midnight sun. 

The first thing the committee decided on Monday 
morning was to issue a statement on the advisability of 
Sweden becoming a member of the European union in 
1995, noting that the committee will receive all the 
information it wants on the course of the negotiations. 


Cars said the European Parliament may take stands that 
are close to Swedish views, for example on environ- 
mental issues. In this way the lobbying of the joint 
parliamentary committee could be effective. 


According to Rovsing, openness is not as great in the EC 
as the Swedish principle of public disclosure allows here. 
But he is firmly convinced that when Sweden joins the 
EC it will press the organization to become more open. 


* Anti-EC Group Names Lotta Groning Leader 
93EN0232D Stockholm DAGENS NYHETER 
in Swedish 24 Feb 93 p 6 


[Unattributed article: “Alternative to the EC Has New 
Chairman”) 
[Text] Lotta Groning, political editor for the NOR- 


RLANDSKA SOCIAL DEMOKRATEN (NSD) has 
been elected the new chairman of Alternative to the EC. 


Alternative to the EC is an anti-EC association of editors 
and leading reporters from chiefly Social Democratic 
and Center Party newspapers. 


* Moves To Adapt Export Subsidies to EC 


93EN0234F Stockholm DAGENS NYHETER 
in Swedish 26 Feb 93 p 9 


[Article by Ewa Stenberg: “Reinstatement of Food 
Export Subsidies Proposed”) 

[Text] The government will reinstate export subsidies 
for food producers. A total of 250 million kronor will be 
appropriated to support the Swedish export of meat and 
processed food. The new subsidies are part of Sweden's 
EC adaptation 
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In 1990 the Swedish Riksdag passed a resolution to 
deregulate agriculture. Consumers would no longer have 
to pay for surplus production as a result of using tax 
money to fund export subsidies. The idea was that 
surplus food would be sold in Sweden, with lower prices 
and happier consumers as a result. 


Now deregulation is being scrapped bit by bit. Yesterday, 
Thursday, the agriculture minister proposed the restoration 
of some of the export subsidies. These involve processed 
food, such as cheese. In addition the export subsidies for 
beef and pork, which the Riksdag had previously decided to 
eliminate, will be extended. The subsidies will cost tax- 
payers 250 million kronor in all. 


Moving Toward EC 


“The EC has export subsidies that help EC producers 
surmount Swedish trade barriers. If we do not help our 
own producers we will make trade on equal terms 
impossible,” said Agriculture Minister Karl Erik Olsson. 
“In the 1990 agriculture resolution we assumed that 
Sweden would be a small isolated island in the big world 
for all time,” he said ironically and added that more 
proposals aimed at making Swedish agricultural subsi- 
dies more like the EC's can be expected. 


If Sweden becomes a member of the European Commu- 
nity there will be no restrictions at all on food sales 
between Sweden and the EC. Food prices in Swedish 
stores are still higher than they are in Denmark, Great 
Britain, and other EC countries. The prices farmers are 
paid when they sell their raw products have dropped 
considerably, however. This combined with the fact that 
the Swedish krona has declined in value by more than 20 
percent has eradicated a large part of the price difference 
between Sweden and the EC. 


Lower Trade Barriers 


The government now wants to lower Swedish trade 
barriers by cutting the so-called reference price by one 
krona per kilogram for pork, 60 ore per kg for chicken, 
and 25 ore per kg for eggs starting | July 1993. At the 
beginning of next year beef prices will also be reduced by 
one krona per kg. 


The agriculture minister promised to see to it that these 
price reductions are passed along to consumers. 


“I will appoint a committee to look into where the price 
decrease that has already occurred at the farm level has 
actually gone. Consumers cannot feei it although the 
farmers are often being paid less than the reference 


prices set by the Riksdag,” the agriculture minister said. 


The price cuts were motivated by the fact that it will be 
considerably cheaper for farmers to buy protein feed 
after | July. The import tariffs will be lifted then. 
Artificial fertilizer, insecticides, and herbicides have also 
become cheaper since the so-called price regulation tax 
was abolished in December. 
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But consumers are not getting the full benefit of this. 
Olsson’s proposals are aimed at increasing farmers 
profits. Many farmers have a hard time making ends 
meet and the agriculture minister, a member of the 
Center Party, has received harsh criticism from LRF 
[Federation of Swedish Farmers] cn the grounds that his 
agricultural policy will destroy rural areas. Now he is 
meeting the farmers’ movement halfway. 


Fishing Subsidies 

At the same time as the government presented the new 
agricultural subsidies, new support measures totalling 26 
million kronor were proposed for fishermen. The 
increased subsidies coincide with the elimination of 
fishing loans. 

Fishermen will get subsidies when their vessels are 
inactive because of a fishing ban, for example. 


On | July the government will remove price controls on 
fish, which may lead to lower fish prices in the stores. 


; SDP Faults Government on Submarine Intrusion 
ssue 


93EN0232C Stockholm DAGENS NYHETER 
in Swedish 24 Feb 93 p 6 
[Article by Magdalena Ribbing: “Submarine Issue Not 
Resolved”] 


[Text] The Social Democratic Party {SDP] continues to be 
critical of the government's handling of the submarine 
issue. The Foreign Affairs Committee meeting on 
Tuesday {23 February] was prolonged because of a long 
discussion about the submarine violations. 


“My basic criticism remains, as does our demand for a 
submarine commission. Too much concerning this 
matter is being done internally in the government 
offices,” said opposition leader Ingvar Carlsson to 
DAGENS NYHETER after the meeting. 


Earlier on Tuesday morning, the Foreign Affairs Com- 
mittee, under King Carl Gustaf's chairmanship, met at 
Stockholm palace. Among the government officials and 
party leaders in attendance were Prime Minister Carl 
Bildt and Social Democratic Chairman Carlsson. Com- 
mander in Chief Bengt Gustafsson also participated in 
the closed meeting and reporied on the most recent 
occurrences of intrusion by foreign submarines. Nothing 
of the discussion in the Foreign Affairs Committee was 
made public. 


Bildt Pleased 


Prime Minister Carl Bildt was very pleased that his 
report on the submarine issue met with a positive 
response, or “words of praise” as he said: 


“I was pleased to note that no critical opinions were 
heard and that nothing was said about the submarine 
commission the Social Democrats said they wanted.” 
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But the Socia! Democrats do not feel that they have 
given in on the controversial submarine issue. Carlsson 
told DAGENS NYHETER that he had praised the prime 
minister's report in the Foreign Affairs Committee as 
“good and practicable.” But he also expressed a certain 
surprise at Prime Minister Bildt’s satisfaction. Carlsson 
had a number of comments to make on the situation 
with the submarine negotiations. For reasons of secrecy, 
he would not go into the steps which had been taken or 
not taken from the Swedish side. Nevertheless, it may be 
inferred that the Social Democrats are not pleased with 
the government’s mode of handling the affair. 


No Postponement 


Carlsson expressed his concern about the form the 
negotiations were taking: 


“At the committee meeting, I also said that the subma- 
rine negotiations should not drag on. It is important that 
we get a result quickly, given the unstable situation in the 
former Soviet Union. No one knows how long we will be 
able to maintain the open dialogue that currently exists.” 


Further, Carlsson feels the submarine issue is being handled 
too much from inside the government offices. It is “being 
strictly kept within the cabinet offices,” he explained. 


He feels that the information he has received from Prime 
Minister Bildt is sometimes all too “perfunctory” and 
sometimes is dispensed according to all too stringent 
guidelines for secrecy. The prime minister has his special 
advisors for the submarine issue, while Carlsson occa- 
sionally receives information which is represented as 
being for him alone. 


Lie Low 
“If a person is to evaluate these complicated matters, he 


needs to include his colleagues. I think that a large subma- 
rine commission should be appointed as soon as possible.” 


At the same time, it is evident that Carlsson does not 
desire a conflict over the submarine issue. For the 
present, it is both sensitive and difficult to handle, and it 
will benefit neither the opposition nor the government to 
have domestic political strife build up around it. 


Government, Social Democrats Begin Talks on 
Economic Policy 

PM2503171093 Stockholm SVENSKA DAGBLADET 
in Swedish 24 Mar 93 p 12 


{Sophie Petzell report: “Unresolved Knots in Talks on 
Savings Package™’} 


[Text] The government parties and the Social Democrats 
have a week in which to discuss and produce an economic 
package. The equation seems difficult to solve. The two 
sides cannot even agree on the topics to be discussed. 
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The Social Democrats want only to discuss alternatives 
to the government's proposals for cuts in unemployment 
benefit. 


The government parties want to discuss economic 
policy, including savings measures. 


“We want to take the Social Democrats’ pulse and see 
whether there really is a willingness and an ability to 
make savings,” Prime Minister Carl Bildt said on 
Tuesday [24 March]. 


That is why the government is proposing that the 
Riksdag should resubmit the proposals for labor w«..cy, 
including the call for a reduction in unemp!oyment 
benefit, to the Riksdag Finance Committee today. 


The Social Democrats have also called for the proposals 
to be resubmitted so that the two sides will have time to 
discuss labor policy. 


Ingvar Carlsson (Social Democratic Party) said yes- 
terday that there is great concern in the party which has 
lost confidence in the government which the party thinks 
has abandoned several of the points in last fall’s agree- 
ments between government and opposition. He said that 
he thought that an agreement on measures to combat 
unemployment could possibly restore confidence. Only 
after such an agreement is the Social Democratic Party 
prepared to discuss money-saving measures. 


The two party leaders met their respective Riksdag 
groups on Tuesday evening and discussed the possibility 
of an agreement. 


There is an urgent need for such an agreement. If an 
agreement is to be worked into the supplementary 
budget bill, it will have to be ready in a week. Carl Bildt 
hinted yesterday that the government parties could put 
the question of labor policy to a vote next Wednesday 
[31 March] if talks have not made good progress. Such an 
agreement must contain money-saving measures. 


On Tuesday morning representatives of the government 
and the Social Democrats met for so-called introductory 
discussions. On the government side Labor Minister 
Borje Hornlund, Carl Bildt’s under secretary of state, 
Peter Egardt, and Finance Ministry Unéer Secretary of 
State Olle Wastberg took part. The Social Democrats 
fielded party secretary Mona Sahlin, former Finance 
Minister Allan Larsson, and former Labor Minister 
Ingela Thalen. 


“The government parties will agree to resubmit the labor 
package only if it is clear that it is possible to hold talks 
about savings with the Social Democrats,” Peter Egardt 
said after the meeting. 


Allan Larsson reiterated that the Social Democrats will not 
make public their proposals for savings until 7 May, at the 
time of the debate on the supplementary budget bill. 
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Nevertheless the government parties decided on 
Tuesday evening to resubmit the labor proposals to the 
Riksdag Finance Committee. 


Are there any indications that the Social Democratic 
Party will discuss proposals for savings? 


“Perhaps there are signs in the heavens,” Carl Bildt said, 
claiming that there is much tension in the Social Dem- 
ocratic Riksdag group surrounding policy on cuts. 


He hopes that New Democracy will support the govern- 
ment if there is a vote on the labor package next week 
after all. It is enough for New Democracy to abstain for 
the government proposals to win. But the government 
will not hold talks with New Democracy. 


“A sort of face-saving operation is taking place on both 
sides,” New Democracy chairman lan Wachtmeister said. 


“The government parties are doing all they can to avoid 
discussions with New Democracy which has construc- 
tive and concrete proposals for solutions,” said. [sen- 
tenced as published] “The government side is always 
finding new reasons for avoiding negotiations,” he said, 
blaming everything on directives from “schoolmaster” 
Bengt Westerberg. 


“There is bound to be a good final product of the highest 
political quality when two camps which each pulls in its 
own direction suddenly find each other,” he said with a 
certain irony. 
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a Comments on Talks With UK’s Major, 


NC2503204793 Nicosia O Logos Television Network in 
Greek 1800 GMT 25 Mar 93 


[“Exclusive” Interview with President Glavkos Kliridhis 
by Evangelos Evangelidhis at Larnaca Airport today— 
recorded] 


[Text] [Evangelidhis] Britain showed understanding of 
Our positions on some points of the Butrus-Ghali set of 
ideas, President Glavkos Kliridhis said immediately on 
his return from a visit to Britain. 


[Kliridhis] A very good atmosphere was created during 
the discussions and exchange of views with Foreign 
Secretary Hurd and Prime Minister Major. They listened 
to our arguments and showed that they understand why 
we have certain objections concerning the Butrus-Ghali 
ideas. 


{Evangelidhis}] What is their position on EC member- 
ship? 


[Kliridhis}) Britain wants the expansion of the EC, but 
they explained that certain countries want some assimi- 
lation of the new members before they accept others. 
This does not apply to Cyprus alone. 


{Evangelidhis}] On the process for a Cyprus solution, you 
appeared both optimistic and pessimistic in London. To 
what do you attribute this, Mr. President? 


{Kliridhis] Looking at the process, the expansion of the 
circle of interlocutors, they informed us that the UN 
secretary general is thinking about the participation of 
permanent Security Council members. I was optimistic 
because we, at least, do not foresee any difficulties in 
this. But when it comes to being optimistic about 
progress, my position, before going to Britain and while 
I was there, and the positions I set out are that everything 
will depend on whether Turkey has decided it is time to 
solve the Cyprus issue. I also pointed out that for now 
there are no such signs. So it is a question of whether 
Turkey will show conciliation. I said I don’t think 
Turkey and Rauf Denktas can continue to play the game 
in which Turkey tries to convince that it wants a solution 
and that Denktas is the obstacle. Actually, Turkey is the 
true obstacle. 


{Evangelidhis] Mr. President, what about the UN peace 
force? 


[Kliridhis] It was agreed that efforts must be made to 
keep the peace force as it is. 


{Evangelidhis] Mr. President, what is your general con- 
clusion about your visit to London? 


{Kliridhis] I believe the visit should have taken place. It 
was useful; we explained certain things, especially about 
the Butrus-Ghali ideas, that we are interested in the 
constitution functioning, and that we do not see it 
functioning. We also explained our concerns about the 
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transitional period and that we cannot accept anything 
that would block the road to a united Europe. The 
British showed understanding of all these points. 


[Evangelidhis] Thank you, Mr. President. 
{Kliridhis] I thank you, too. 


Kliridhis Chairs National Council Meeting 
NC2603131293 Nicosia Cyprus Broadcasting 
Corporation Radio Network in Greek 1130 GMT 26 
Mar 93 


[Text] The National Council conferred at 0900 today 
under President Glavkos Kliridhis to discuss the devel- 
opments in the Cyprus issue. The meeting concluded a 
short while ago and was held in view of the upcoming 
joint meeting between the UN secretary general, Kliri- 
dhis, and Turkish Cypriot leader Rauf Denktas. 
Expanding the National Council to include more mem- 
bers also was discussed. 


At the meeting, Ioannis Matsis and Nikolaos Anastasia- 
dhis represented DISI [Democratic Rally], Dhimitrios 
Khristofias and Andreas Khristou represented AKEL 
[Restorative Party of the Working People], Spiros Kipri- 
anou and Tassos Papadhopoulos represented DIKO 
[Democratic Party], and Vassos Lissaridhis and loannis 
Omirou represented the socialist party EDEK [United 
Democratic Union of Cyprus]. Foreign Minister Alekos 
Mikhailidhis and Attorney General Mikhalakis Trian- 
dafillidhis also attended. 


Government Spokesman loannis Kasoulidhis said a 
short while ago that the National Council did not reach 
an agreement on expanding membership in the Council, 
which maintains its current form. The spokesman said 
Kiiridhis briefed the members on his contacts in London 
and exchanged views on procedural issues that may arise 
during the 30 March meeting on Cyprus in New York. 


Parties Split on Expanding Council 
NC2603145893 Nicosia Cyprus Broadcasting 
Corporation Radio Network in Greek 1130 GMT 26 
Mar 93 


[Text] Party leaders and representatives this morning 
expressed their opinions on expanding the National 
Council to include the Liberals party, the Democratic 
Socialist Renewal Movement [ADISOK], and former 
President Yeoryios Vasiliou. 


DISI [Democratic Rally] Deputy Chairman Nikolaos 
Anastasiadhis said his party favors the participation of 
the Liberals and ADISOK. as nonvoting observers and 
opposes Vasiliou’s participation. 


AKEL [Restorative Party of the Working People] Secre- 
tary General Dhimitrios Khristofias said his party sup- 
ports the participation of the two parties and Vasiliou. 


DIKO [Democratic Party] Chairman Spiros Kiprianou 
opposed any expansion of the National Council. He said 
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DIKO believes in abiding by the criteria set out when the 
National Council reformed in 1988. 


Socialist party EDEK [United Democratic Union of 
Cyprus] Chairman Vasos Lissaridhis objected to Vasil- 
iou’s participation. He said his party is prepared to 
discuss change, if that is proposed, in the criteria gov- 
erning participation in the National Council. 


Denktas Explains Aims of New York Visit 


TA2503 160493 Nicosia Bayrak Radio in Turkish 
1400 GMT 25 Mar 93 


[Text] President Rauf Denktas has said that the aim of 
his New York visit is to hold discussions on the issues of 
time, method, and prearrangement in order to initiate a 
direct and substantial meeting between the two sides. 


Denktas stated that he is going to New York to learn 
more about UN Secretary General Butrus-Ghali’s new 
ideas on the above issues, and added that the Turkish 
Cypriots will present their final decision after they make 
an assessment within the authorized committee. 


Denktas pointed out that the Greek Cypriot leader Kliridhis 
is preparing a new document that expresses the views of the 
Greek side, and added that this document should not be 
presented as a surprise at the New York talks. 


Denktas reiterated that it is essential that preparatory 
talks be held in Lefkosa [Nicosia], and added that since 
Vasiliou’s document and the Greek Cypriot elections, 
there has been a lot of water under the bridge, which 
makes a meeting in Nicosia all the more indispensable. 


Denktas said that Kliridhis’ view of a real deconfronta- 
tion [preceding word in English], which for him means 
the retreat of the Turkish Cypriot soldiers behind the 
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Girne [Kyrenia] Mountains, and the National Greek 
Cypriot security forces behind the Trodos Mountains, is 
unhealthy. 


RTP Officials Deny Alleged Links With KGB 
NC2503 163893 Istanbul MILLIYET in Turkish 
22 Mar 93 p 17 


[Report by Nur Batur: “I Studied Glasnost in Moscow’’} 


[Text] Republican Turkish Party [RTP] Leader Ozker 
Ozgur and RTP Secretary [for Party Organization] Omer 
Soyer Kalyoncu, who I met in north Cyprus, have denied 
the KGB trained them in security. Kalyoncu claimed he 
visited Moscow at the invitation of the CPSU Central 
Committee to hold talks and study the CPSU’s glasnost 
and perestroyka policies. He defended himself by asking: 
“Who said I was trained by the KGB?” 


Ozker Ozgur said the RTP is a left-wing party that 
attached more importance to its relations with the 
former Soviet Union than to its relations with Wash- 
ington. He also asserted that his party maintained a 
dialogue with the CPSU. Ozgur said: “A revolution took 
place in 1917 and the workers and peasants came to 
power. But we didn’t know how things were run there. 
We believed a socialist system existed in the Soviet 
Union, but it became obvious this was not the case. 
Chaos and uncertainty prevail in Russia now.” 


Ozgur also revealed that several of his party members 
visited Moscow for a month. Of his telegrams to the 
CPSU, he said: “Omer Soyer Kalyoncu visited Moscow 
for about a month, but the KGB was not actively 
involved. We decided that Kalyoncu should do research 
work in the Soviet Union, but I don’t recall a telegram 
being sent there. Kalyoncu left on a study tour and 
returned. He had no links with the KGB.” 
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Spokesman Welcomes Skopje Acceptance of Draft 
Name Plan 


NC2503204893 Athens Elliniki Radhiofonia Radio 
Network in Greek 1600 GMT 25 Mar 93 


[Text] Government Spokesman Vasilios Manginas said 
today that late last night, UN Security Council President 
Terence O’Brien of New Zealand informed the Greek 
Government that Skopje officially accepted the draft 
plan for its temporary name, the Former Yugoslav 
Republic of Macedonia [FYROM]. The draft plan is 
based on an initiative by three EC members of the 
Security Council and provides a procedure for a solution 
under Cyrus Vance and Lord David Owen. It includes 
the adoption of confidence-building measures, media- 
tion-arbitration on the final name, and Skopje’s acces- 
sion to the United Nations under the temporary name 
FYROM as a unified plan. 


Manginas said the Security Council decision will be 
accompanied by official documents that allow for a 
timetable to develop the procedure. The documents will 
also emphasize the Security Council's will for the accep- 
tance and implementation of the outcome of the Vance- 
Owen procedure and the quick implementation of con- 
fidence-building measures. 


Manginas expressed the Greek Government's gratitude 
for the efforts of the UN secretary general, Security 
Council members, and, in particular, the three EC coun- 
tries that undertook the initiative to channel the proce- 
dure to solve the problem and safeguard peace and 
stability in the area. 


Opposition Parties View Developments 


NC2503214793 Athens ET-1 Television Network 
in Greek 1900 GMT 25 Mar 93 


[Excerpts] A statement issued by the PASOK [Panhel- 
lenic Socialist Movement] press office claims that the 
government maintains a predetermined policy leading to 
concessions, compromise, diplomatic defeat, and 
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national humiliation. Correspondent Roula Kabouryiani 
reports on what the official opposition party has to say. 


[Begin Kabouryiani recording] PASOK believes we are 
about to close the Skopje issue, which will harm our 
national interests. PASOK Chairman Andreas Papan- 
dreou has repeatedly stated that he is against arbitration 
or mediation, believing that the result of such a proce- 
dure will be compromising, Skopje’s name will include 
the word Macedonia even as a noun. The name, PASOK 
insists, is the leverage or vehicle for unredeemable and 
expansionist views. [passage omitted] 


Papandreou will expand on these views during the 
Chamber of Deputies debate. He will criticize the gov- 
ernment’s handling and blame it for the lack of national 
strategy. The official opposition leader has repeatedly 
said he will not attend a new party leaders’ meeting 
under President Konstandinos Karamanlis. He con- 
siders that the decisions of earlier such meetings have 
not been observed and that the prime minister uses the 
oOpposition’s presence as an alibi for his having made 
decisions in advance. 


Maria Dhamanaki, chairwoman of the Coalition of the 
Left, says her party forecast the developments that are 
now formally charted. | am very afraid, Dhamanaki 
noted, that Greece is entering a procedure that does not 
safeguard basic EC conditions on Skopje perhaps having 
unredeemable and expansionist views. 


KKE [Greek Communist Party] member Orestis 
Kolozov said today that arbitration on Skopje’s name 
should not be separate from the confidence-building 
measures. In an interview with 902 Left on FM [private 
radio station expressing KKE views], Kolozov said there 
should be a unified or parallel procedure to guarantee an 
end to both issues. The government, he added, should 
brief the political parties in the Chamber of Deputies so 
that they can position themselves and perhaps propose 
solutions. [end recording] 


A statement issued by the New Democracy press office 
notes that Papandreou is deserting another national fight. It 
says the Movement does not only follow him, but, with him, 
wishes for a national defeat. [passage omitted] 
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Meeting With Iran To Discuss Terror Links Set 
for 5 Apr 


NC2303065293 Istanbul HURRIYET in Turkish 
18 Mar 93 p 18 


[Report by Selin Caglayan: “Meeting With Iran on 
Terrorism in Tehran on 5 April”] 


[Text] Ankara—Turkey will hold talks with Iran in April on 
terrorist activities. The Joint Security Committee will take 
up the evidence Turkey has compiled on Iran's links with 
terrorist activities on 5 April. Acting Foreign Ministry 
Spokesman Ferhat Ataman said yesterday [17 March] that 
the meeting in Tehran will decide on Turkey's proposal for 
a high-level meeting between the two countries. 


The decision to convene a meeting between Turkey and 
Iran came after an extended diplomatic effort by Ankara. 
Although it has not satisfied Turkey, Ankara believes it 
would be appropriate. 


Iran Said To Delay Turkish Visit on Debt 
Payments 

NC2403 102893 Istanbul HURRIYET in Turkish 
19 Mar 93 p 6 


[Tamer Ceri report: “Problems in Repayment of Iran's 
Debts”] 


[Text] The Iranian Government has postponed the visit 
of a Turkish delegation to Tehran to discuss the payment 
of Iran’s debts to the Central Bank. The delegation, 
which was composed of several Treasury and Central 
Bank officials, was to have left for Tehran 15 March. 
However, the Iranian Government asked Turkey to 
postpone the departure and informed Turkey that the 
talks may be held in April. The talks that would have 
been held in Tehran were expected to draw up a calendar 
for Iran to pay its debts to the Central Bank. 


In a statement a few days ago, Iranian Finance Minister 
Mohsen Nurbakhsh said his country needs four or five 
months to fulfill its international obligations. He 
asserted: “I believe our situation will improve during 
that time.” 


Iran usually pays its debts with a four-five month delay. 
However, it has recently extended this period to six 
months. Ayhan Copur, secretary general of the Turkish 
Foreign Trade Association, has said that Turkish 
exporters have to transfer the foreign currency they earn 
to the treasury within six months, adding: “Iran pays its 
debts in six months. Consequently, they [the Turkish 
exporters] are subject to persecution by the treasury for 
failing to transfer their earned foreign currency. Mean- 
while, they also incur a loss when they transfer their 
foreign currency in accordance with new parity levels 
after six months.” 


Iran is delaying its debt payments because of its foreign 
currency shortage. The Iranian Central Bank suspended 
payments in February on the grounds that it needed to 
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draw up a calendar for making payments. In view of 
Iran’s decision, the Turkish Eximbank stopped pro- 
viding export insurance services to firms unable to 
collect their dues from Iran. 


a —rrrneeemees 
NC1703211593 Istanbul HURRIYET in Turkish 
14 Mar 93 p 16 


[From the “Footnote” column by Ferai Tinc: “The 
Northern Iraq Government is in Difficulty”} 


[Text] The northern Iraq government, which came to 
power after last year’s elections, is in a very difficult 
situation. The Kurds in northern Iraq are experiencing a 
difficult time as a result of Baghdad’s measures against 
them and the UN embargo against Iraq. Because Kur- 
dish officials have failed to get organized, they have been 
unable to properly distribute the UN humanitarian aid 
to their people. Except for a very few number of busi- 
nessmen, the majority of Kurds look upon the govern- 
ment to provide their needs. Teachers, government 
employees, and health services personnel wait for the 
government to pay their wages and salaries. Meanwhile, 
the government may eventually be unable to pay the 
personnel wages and salaries because of the economic 
situation. Political circles in northern Iraq believe “the 
government will collapse if it is unable to pay the wages 
and salaries. The instability will then create a cata- 
strophic situation.” 


It has been reported that the participation of Jalal Talabani, 
leader of the Patriotic Union of Kurdistan, and Masud 
Barzani, leader of the Democratic Party of Kurdistan, in the 
government may be the only remedy to the situation. Both 
have 50 seats each in the 105-member Kurdish parliament. 
Because Talabani and Barzani are outside the framework of 
the administration, the government has submitted its deci- 
sions to them. Kurdish officials believe that system created 
complications and significantly weakened the government. 
However, neither Talabani nor Barzani have answered their 
parties’ calls to join the government. Regional observers 
believe Turkey is the reason they have hesitated to enter the 
government. 


Turkey saw no disadvantage to establishing relations 
with Talabani and Barzani as the leaders of two political 
parties in northern Iraq. However, both Talabani and 
Barzani doubt they would be able to contact Ankara as 
members of the Kurdish government as easily as they 
have to date. Iran and Syria are also categorically 
opposed to the establishment of an independent Kurdish 
state. Consequently, they may suspend their relations 
with the Kurdish leaders. 


Everyone is aware of the critical situation in northern 
Iraq. Nevertheless, the countries that supported the 
establishment of an independent Kurdish state a year 
and a half ago are now insisting that Iraq's territorial 
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integrity be maintained. In fact, several Western diplo- 
mats have said that Iraq may be readmitted into the 
international community if it fully complies with the UN 
Security Council resolutions, regardless of whether or 
not Saddam Husayn remains in power. 


Meanwhile, Talabani disclosed last week that he has 
received positive signs from Baghdad in connection with 
the situation of the Kurds. However, he declined to 
disclose what the signs were. Nevertheless, we have been 
informed by several Iraqi Foreign Ministry officials that 
“Iraq cannot accept the establishment of an independent 
Kurdish state. But, Baghdad is always prepared to estab- 
lish a dialogue with the Kurds on the question of 
democratic rights.” 


Talabani and Barzani are in a very difficult situation. 
They may lose control of the region. That possibility will 
strengthen the radical forces. Important developments 
should be expected in northern Irag soon. 


Iraqi Turkoman Leader Reports Executions, 
Forced Emigration 


TA1803115293 Ankara TRT Television Network 
in Turkish 1100 GMT 18 Mar 93 


[Text] Muzaffer Arslan, secretary general of the Iraqi 
National Turkoman Party, has said that the Iraqi regime is 
oppressing the Turkoman community in northern Iraq. 


Speaking at a news conference in Ankara, Arsian said 
that many Turkomans have been executed in the last few 
months. He added that Turkoman families are being 
forced to emigrate in a bid to change the ethnic makeup 
of the region. Criticizing the policy of detente the world 
is currently pursuing toward Iraq, Arslan concluded by 
saying that this policy will only serve to encourage the 
Iraqi regime. 


Cindoruk Details Constitutional Amendment 
Committees 


TA2303 181893 Ankara TRT Television Network 
in Turkish 1700 GMT 23 Mar 93 


[Excerpts] [passage omitted] Political leaders in Parliament 
have met for the third time under the leadership of 
Husamettin Cindoruk, Turkish Grand National Assembly 
speaker, to discuss amendments to the Constitution. 


Ata news conference after the meeting—which lasted for 
approximately three hours—Cindoruk issued a state- 
ment on the decisions reached. 


[Begin Cindoruk recording] A working group will be estab- 
lished according to verbal statements by the honorable party 
leaders and written statements issued by our parties. This 
group will change, amend, or rewrite elements in the con- 
stitution that obstruct or diminish human rights or democ- 
ratization. This working group will consist of one member 
from each party represented in the Assembly. The honorable 
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party leaders expect to conclude their work by April 23 with 
amendments becoming effective within this legislative year. 
{end recording] 

Cindoruk stated that in addition to the above group the 
Assembly chairmanship will continue to work toward estab- 
lishing a democratic constitution in Turkey based on con- 
ciliation and human rights. Cindoruk stated that this 
working group will convene under his leadership on 9 April 
and approximately 25 items regarding these issues will be 
reviewed. He added that they will conclude their work by 22 
April. Eliminating radio and television monopolies, and 
lowering the voting age and the age required to hold office 
will also be discussed. [passage omitted] 


Ocalan Discusses Starting ‘Political Process’ 
NC2403205593 Istanbul NOKTA in Turkish 21 Mar 93 
pp 18-19 


[“Exclusive” interview with Workers Party of Kurdis- 
tan, PKK, leader Abdullah Ocalan by an unidentified 
NOKTA correspondent; place, date not given] 


[Text] [NOKTA] Was your call for a cease-fire sincere? 


[Ocalan] My call for peace is quite clear and resolute. No 
one hates the word war more than I do. We want to have 
the problems solved. We are open to a political 
approach. | am looking for someone I can address. I will 
withdraw if the [Turkish] Government does not want 
me. I have not put forward the condition that I must be 
involved. A dialogue can be established in any way that 
is deemed appropriate. Neither the Turkish people nor 
the Kurds will benefit from further bloodshed. Develop- 
ments have confirmed this. We definitely oppose further 
bloodshed. My call for peace is a sign that I will with- 
draw. A political process is about to begin. 


{[NOKTA] Will your organization heed your instruc- 
tions? 


[Ocalan] I control the organization. | can maintain that 
control. Whoever fires on behalf of the PKK on Nevruz 
will be involved in a provocative activity. If the Turkish 
Government does not kill him, we will. We will punish 
such a person. 


[NOKTA] What will become of ARGK [the Kurdish 
People’s Liberation Army] in the political process? 


[Ocalan] The ARGK question cannot be answered 
quickly. It has a political aspect, which it will maintain. 
The ARGK is a defensive force for the people. Every 
arrangement should be made, the dangers removed, and 
radical measures taken in the [Turkish] Armed Forces. 
The [Turkish] Army is a threat to us. Several ARGK 
tasks can be transferred to it if it becomes a protective 
institution instead of a means of destruction. As a 
defensive force for the people, the ARGK can maintain 
several of its tasks. Finding a solution will not be 
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difficult, but it is premature to discuss all this. I have 
said nothing about disarming or disbanding the ARGK. 
I have only said that the arms can remain silent so that 
the political administration can come to the forefront. 


{[NOKTA] Can you explain how the PKK plans to find a 
politica! solution? 


[Ocalan] A federal assembly and government can be 
considered. So can the reorganization of the Army and 
the possibility of Kurdistan defending itself. Most 
importantly, guaranteeing the people's life and providing 
for development within freedom should be borne in 
mind. That should be effectively guaranteed. 


[NOKTA] Has the Turkish Government tried to reach 
an off-the-record [description in English] agreement with 
you? 


[Ocalan] No, it never suggested such an agreement. 


[NOKTA] Why did Jalal Talabani, leader of the Patri- 
otic Union of Kurdistan, who was strongly opposed to 
the PKK, agree to mediate between you and the Turkish 
Government? 


[Ocalan] There are several reasons. One is the improve- 
ment of relations between Turkey and Iraq. We must 
also consider that the importance attached to Mas‘ud 
Barzani, leader of the Democratic Party of Kurdistan, 
weakened Talabani. He may have realized that the 
international community would not turn its attention 
from the PKK in 1992 [as published]. I believe that he 
may have received several messages from various coun- 
tries to the effect that adopting a new approach would be 
a more positive move. That is why he maintained a 
favorable position. 


[NOKTA] You criticized President Ozal’s and Prime 
Minister Demirel’s policies at your news conference. 
You accused them of putting the ball in the court of 
those of Kurdish extraction. You have now passed the 
ball back to them. Can you explain” 


[Ocalan] I had a humble task to perform. They should 
adopt understanding and take me seriously. | do not wish 
to create a difficult situation for them, but if they move 
against us... [ellipsis, incomplete sentence as published] 
We tried to turn Turkey into a habitable country as much 
as they d:d. We tried to bring the two fraternal peoples 
closer—at least as much as they did. But they failed to 
understand. They are not brave enough, never mind 
willing to reach an agreement. They were in a very 
difficult position. Would you believe me if I say we felt 
sorry for them? How can politicians allow themselves to 
get into such a situation? How can they force themselves 
into a situation where they cannot come up with new 
political ideas? How can they tolerate this? I wish I could 
help them. 


[NOKTA] You have said that you have never used a 
firearm. Did you say that to avoid being tried when you 
return to Turkey? 
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[Ocalan] I believe that I have been treated very unjustly 
in that regard. What has brought the problem to such a 
dangerous point is the move my enslaved people and the 
other side made to resolve every problem through the use 
of force. | blame our people, the political structure, and 
the members of parliament to a certain degree. Further- 
more, | feel the need to pass judgment. However, | also 
feel appeased to a certain degree. The reason our people 
have agreed to be enslaved to such an extent cannot be 
explained. Meanwhile, no reason can be given for the 
oppression of our people to such an extent. I condemn all 
that. 


[NOKTA] Meeting us in civilian clothes is a very radical 
change, isn’t it? 


{Ocalan} On the contrary, it should be regarded as 
correcting a mistake. Ocalan is quite different from what 
you believe he is. Very few people attach importance to 
life and concern themselves with its subtleties and details 
as much as 1 do. Those who come to me are devastated. 
They have lost hope and everything else. 


[NOKTA] The living conditions are very difficult in 
your camps, particularly within Turkey. How long do 
you think your supporters will be able to continue to live 
in them? 


[Ocalan] That is truly a heroic aspect of our people. The 
way they have endured the existing conditions was not 
even seen in Vietnam. My strength to resist represents 
their determination. 


[NOKTA] What I meant was the physical conditions, 
which are incredibly difficult. 


{Ocalan} The way they have endured the difficulties is 
amazing. The people are faced with many difficulties. 
We have survived on bread crumbs for many months. As 
far as | am concerned, a significant mechanism has been 
established to sustain a certain way of life. I am its 
founder. 


[NOKTA] Do you like children? 


[Ocalan] My affection for children is different from that 
of many others. I said in a recent interview that | do not 
betray children. I can explain my affection for children 
as follows: To convince these people and this community 
without betraying and denying the children’s feelings 
and views. | am very attached to them. 


{NOKTA] Do you have children? 


[Ocalan] I do not take that matter seriously. I become 
very sensitive when I see so many children among the 
people and believe that they do not have a future. I have 
always thought of how to create a world for these 
children, who are in a difficult situation. 


{NOKTA] In that case, you have decided against having 
your own children? 
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[Ocalan] The way | feel has prevented me from having 
children. I am not interested in having children. However, | 
believe that children must have a future and the parents who 
do not provide them with a future must be held responsible. 
I have several plans. Mankind has to be blamed. 


Parents say that they love their children very much, but 
I find them di toward their children. Not only 
the Turkish people, but the entire world has to be blamed 
for that. I am opposed to the way children and women 
are treated. | believe that men should be blamed for that. 
They say that they love their children very much, but |! 
find the way they treat them disrespectful. Those who 
love their ch.'dren must not allow current conditions to 
be maintained in the world. This also applies to women. 


[NOKTA] How will you live in the future? Not like 
Commander Ocalan, I imagine! 


[Ocalan] Undoubtedly, I will have a new life, which 
will be different from the one I am used to. I may find 
that difficult. Nevertheless, | may devote myself to 
repairing relations as much as I did to destroying them. 
The effort to be made to rearrange relations seems very 
attractive. I believe that I can adapt myself to whatever 
is required very quickly. I am eager to construct as 
much as I was eager to destroy. 


TURKEY 73 


[NOKTA] What are your humanitarian aspects? 


[Ocalan] I loved Turkey. I lived in Ankara in the seventies. 
I was interested and ready to give myself. [sentence as 
published] However, my world gradually closed in on me 
and unexpected developments took place. I had to leave. My 
return depends on the change that will take place in Turkey. 
I always mention this. | will hold several individuals to 
account when I return. Meanwhile, | am obligated to a 
number of people. | will fulfill my obligations. We are not 
ungrateful. Nor can we tolerate injustice. You see that | am 
closely concerned with Turkey's problems. This will yield a 
result. Not | but Turkey must be prepared. Officials are 
aware of that to a certain degree. I will make them be even 
more aware. 


{[NOKTA] Is what you have done aimed at creating a 
very utopian picture? 


[Ocalan] No, it is not. However, we all wished to arrive 
at this point. | made an effort in an impoverished state to 
arrive at this point. | have organized activities in order 
not to allow the essence of the past to be harmed. I took 
initiatives to prevent children from suffering. I am still 
making an effori to fulfill my promise. 
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